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AGENCY  SUBCOMMITTEE  GROUPINGS 


The  following  sections  (A  through  F)  provide  a  detailed  explanation  and  analysis  of  the  executive 
budget  for  each  agency  and  agency  program  that  contains  appropriations  in  HB  2.  The  agencies  are 
grouped  by  functional  categories  that  mirror  agency  groups  by  appropriations  subcommittee.  The 
groups  are  summarized  below.  Programs  funded  with  proprietary  funds  are  not  funded  in  HB  2,  but  an 
explanation  and  analysis  of  these  programs  are  included  in  each  agency  narrative  for  the  purpose  of 
legislative  rate-setting. 


GENERAL  GOVERNMENT  AND 
TRANSPORTATION  (Section  A) 


CORRECTIONS  AND  PUBLIC  SAFETY 
(continued) 


Legislative  Branch 

Consumer  Counsel 

Judiciary 

Governor's  Office 

Secretary  of  State 

Commissioner  of  Political  Practices 

State  Auditor 

Transportation 

Revenue 

Administration 

Consensus  Council 

Appellate  Defender  Commission 

Montana  Consensus  Council 

HEALTH  AND  HUMAN  SERVICES 
(Section  B) 

Public  Health  and  Human  Services 

NATURAL  RESOURCES  AND  COMMERCE 
(Section  C) 


Public  Service  Regulation 
Corrections 
Labor  and  Industry 
Military  Affairs 

EDUCATION  (Section  E) 

Office  of  Public  Instruction 

Board  of  Public  Education 

School  for  the  Deaf  and  Blind 

Commissioner  of  Higher  Education 

Community  Colleges 

University  Units  and  College  of  Technology 

Agricultural  Experiment  Station 

Extension  Service 

Forestry  and  Conservation  Experiment  Station 

Bureau  of  Mines  &  Geology 

Fire  Services  Training  School 

Montana  Arts  Council 

State  Library  Commission 

Montana  Historical  Society 


Fish,  Wildlife,  and  Parks 

Environmental  Quality 

Livestock 

Natural  Resources  and  Conservation 

Agriculture 

Commerce 

CORRECTIONS  AND  PUBLIC  SAFETY 
(Section  D) 


LONG-RANGE  PLANNING  (Section  F) 

Long-Range  Building  Program 
State  Building  Energy  Conservation 
Treasure  State  Endowment  Program 
Treasure  State  Endowment  Regional  Water  System 
Renewable  Resource  Grant  &  Loan  Program 
Reclamation  &  Development  Grant  Program 
Cultural  and  Aesthetic  Grant  Program 


Crime  Control  Division 
Justice 
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AGENCY  BUDGET  ANALYSIS  (ROAD  MAP) 


The  purpose  of  the  "Agency  Budget  Analysis"  (LFD  Volumes  3  and  4)  is  to  provide  a  resource  for 
legislators  and  members  of  the  public  to  understand  and  allow  for  action  on  state  agency  budgets.  It  is 
designed  to  be  a  working  document  for  use  by  the  joint  appropriations  subcommittees.  It  does  this  by: 

o    Detailing  components  of  the  executive  budget 

o    Raising  budget  and  other  issues  for  legislative  consideration 

This  section  provides  a  roadmap  for  using  the  Agency  Budget  Analysis  volumes  by  discussing  each 
component. 

Budget  Tiers 

The  section  is  constructed  based  on  the  statutory  requirement  that  the  budget  be  presented  in  three 
tiers: 

1 .  Base  budget. 

2.  Present  law  budget. 

3.  New  proposals. 

(For  a  further  explanation  of  these  tiers  and  how  they  are  derived,  see  page  1  of  the  "Reference" 
section  in  Volume  1,  or  the  publication  entitled  "Understanding  State  Finances  and  the  Budgeting 
Process",  available  through  the  Legislative  Fiscal  Division  and  on  the  Internet  at 
http://leg.state.mt.us/css/fiscal/reports.asp)  The  analysis  is  presented  in  such  a  way  as  to  allow  the 
legislature  to  see  and  act  on  each  present  law  adjustment  and  new  proposal  made  to  the  base  budget 
to  derive  the  executive  budget,  by  summarizing  and  raising  issues  with  those  adjustments. 

Legislative  Fiscal  Division  (LFD)  Issues  and  Comments 

While  LFD  staff  has  written  the  entire  analysis  document,  parts  are  meant  strictly  to  explain  what  is  in 
the  executive  budget  in  a  way  that  does  not  justify  or  advocate  the  executive  position. 

The  heart  of  the  analysis  is  in  two  areas: 

1.  The  LFD  issues  and  comments  provided  on  the  proposed  budget.  If  the  LFD  analyst  has  raised  an 
issue  with  anything  contained  in  the  executive  budget  or  with  any  other  aspect  of  agency  operations 
and  expenditures,  it  is  included  as  an  "LFD  Issue".  The  analyst  may  also  provide  additional 
information  to  aid  the  legislature  in  its  decision  making  under  the  heading  "LFD  Comment".  All 
issues  and  comments  are  clearly  identified  in  the  narrative. 

2.  Other  issues  and  options.  In  order  to  provide  the  legislature  with  alternatives  to  the  executive 
budget,  as  well  as  budget-making  flexibility,  LFD  staff  has  provided  other  issues  and  options  for 
consideration  by  the  legislature. 
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Components  of  the  Agency  Budget  Analysis 

For  all  multiple  program  agencies,  the  narrative  is  divided  into  two  parts: 
The  agency  narrative. 
The  program  narrative. 

Agency  Narrative 

The  agency  narrative  provides  an  overview  of  the  executive  budget  and  other  issues  and  options  for 
that  agency.  Since  the  legislature  appropriates  at  the  program  level,  only  issues  raised  in  the  analysis 
with  an  agency-wide  or  multiple-program  impact  are  discussed  at  this  level.  All  other  discussion  occurs 
within  the  relevant  program  narratives. 

Each  agency  narrative  has  the  following  components. 

1 .  The  Main  Table  shows  the  executive  budget  request  by  year,  including  separate  columns  showing 
present  law  adjustments  and  new  proposals.  The  reader  can  use  this  table  to  not  only  get  a 
general  idea  of  the  size  and  funding  of  the  agency,  but  also  view  any  changes  proposed  by  the 
Governor. 

2.  Agency  Description  is  a  brief  description  of  the  agency. 

3.  Agency  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion.  It  is  designed  to  aid  the  reader  in  gaining  an  understanding  of  the  overall  agency  budget 
or  significant  budget  areas. 

4.  Agency  Discussion  provides  additional  information  or  overarching  discussion. 

5.  Funding  is  a  table  and  related  discussion  that  shows  the  total  biennium  funding,  by  program  and 
fund  type,  proposed  by  the  Governor. 

6.  Biennium  Budget  Comparison  Table  compares  adjusted  actual  fiscal  2004  expenditures  and 
appropriations  for  fiscal  2005  (the  2005  biennium  base)  to  the  2007  biennium  executive  budget  so 
the  reader  can  get  a  general  sense  of  the  change  between  biennia. 

7.  If  included  by  the  executive,  a  discussion  of  the  following  two  types  of  proposals  is  included,  each 
with  LFD  comments  as  appropriate: 

o  Supplemental  Appropriations  discusses  supplemental  appropriations  recommended  by  the 
Governor  for  fiscal  2005,  or  supplemental  appropriations  approved  in  fiscal  2004 

o  Reorganizations  details  any  major  reorganization  that  took  place  in  the  2005  biennium  or  is 
proposed  by  the  executive  for  the  2007  biennium 

8.  New  Proposals  Summary  Table  summarizes  all  executive  new  proposals  for  the  agency.  An 
explanation  of  and  comments  on  each  of  the  new  proposals  is  included  in  the  relevant  program 
narratives. 

9.  Language  includes  any  agency-wide  language  proposed  by  the  executive. 

10.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  agency.  This  section  is  designed  to 
alert  the  legislature  to  other  legislation  not  included  in  HB  2  that  could  have  a  bearing  on  the  agency 
budget  and  operation. 

11.  Agency  Issues  is  a  discussion  by  the  LFD  analyst  of  any  identified  agency-wide  or  multi-program 
issues.  Otherwise,  all  discussions  of  adjustments  and  attendant  issues  are  included  in  the  relevant 
program  narratives. 

12.  Elected  Officials  New  Proposals  lists  new  proposals  advocated  by  agencies  headed  by  either  an 
elected  official  or  the  Board  of  Regents  but  not  included  in  the  executive  budget. 
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Note:  The  main  and  biennial  budget  comparison  tables,  the  agency  description,  and  the  highlights  and 
funding  tables  are  included  in  each  agency  narrative.  However,  the  other  components  are  "optional", 
indicating  they  are  included  only  if  circumstances  warrant. 

Program  Narrative 

Narratives  detailing  each  agency  program  follow  the  agency  narrative.  The  program  narrative  contains 
the  following  components. 

1.  The  Main  Table  contains  the  same  information  as  the  agency  main  table  for  each  program  of  the 
department,  including  the  adjusted  fiscal  2004  base  used  to  derive  the  budget,  the  total  present  law 
adjustments,  new  proposals,  and  the  total  executive  budget,  by  fiscal  year. 

2.  Program  Description  is  a  short  description  of  the  program  and  its  functions. 

3.  Program  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion. 

4.  Program  Narrative  details  any  points  of  overall  program  discussion  by  the  LFD  analyst. 

5.  Funding  details  program  funding  as  proposed  by  the  executive,  and  any  issues  raised  by  the  LFD 
analyst. 

6.  Program  Reorganization  details  any  program  reorganizations  that  took  place  in  the  2005  biennium 
or  that  are  proposed  by  the  executive  for  the  2007  biennium. 

7.  The  Executive  Present  Law  Adjustments  Table  delineates  the  major  present  law  adjustments 
included  by  the  executive,  by  fiscal  year  and  funding  source.  The  table  is  divided  into  two  sections: 
o    Statewide  present  law  adjustments,  which  include  most  personal  services  adjustments,  the 

executive's  vacancy  savings  recommendation,  and  adjustments  due  to  fixed  costs  and  inflation 
o    Other  present  law  adjustments  proposed  by  the  executive 

8.  Executive  Present  Law  Adjustments  discusses  each  adjustment  proposed  by  the  executive  in 
more  detail.  The  LFD  analyst  writes  the  adjustment  descriptions  based  upon  justifications 
submitted  by  the  executive.  It  should  be  noted  that  it  is  the  responsibility  of  the  LFD  analyst  to 
explain  a  requested  change,  but  not  to  advocate  for  or  attempt  to  justify  that  request.  If  the  LFD 
analyst  has  raised  an  issue  with  the  adjustment,  it  is  presented  when  the  adjustment  is  discussed. 

9.  The  New  Proposals  Table  shows  each  new  proposal  requested  by  the  executive,  by  fiscal  year 
and  funding  source. 

10.  New  Proposals  discusses  each  new  proposal  in  more  detail.  If  the  LFD  analyst  has  raised  an 
issue  with  the  proposal  it  is  presented  with  that  new  proposal.  As  with  present  law  adjustments,  the 
LFD  has  written  these  explanations  based  upon  submissions  by  the  executive. 

1 1 .  Language  recreates  any  program  specific  language  proposed  by  the  executive,  with  LFD 
comments  as  appropriate. 

12.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  program. 

13.  Other  Issues  contains  any  issues  identified  by  the  LFD  analyst  unrelated  to  a  specific  present  law 
adjustment  or  new  proposal. 

The  legislature  does  not  appropriate  enterprise  funds  (which  fund  operations  that  provide  goods  or 
services  to  the  public  on  a  user  charge  basis)  or  internal  services  funds  (which  fund  operations  that 
provide  goods  and  services  to  other  entities  of  state  government  on  a  cost-reimbursement  basis). 
However,  the  executive  must  review  enterprise  funds  and  the  legislature  approves  all  internal  service 
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rates.  If  the  program  includes  a  function  supported  by  either  an  enterprise  fund  or  an  internal  service 
fund,  a  separate  section  within  the  relevant  program  provides  the  following. 

1.  A  Fund  Balance  Table  shows  actual  and  projected  rates,  revenues,  expenditures,  and  fund 
balance  through  fiscal  2007. 

2.  Narrative  contains  a  discussion  of  the  function,  a  description  and  explanation  of  the  rate  requested, 
and  a  discussion  of  any  significant  present  law  adjustments  or  new  proposals  impacting  the 
requested  rate.  The  LFD  analyst  addresses  any  issues  and  comments  as  appropriate. 

Statewide  Present  Law  Adjustments 

"Statewide  Present  Law  Adjustments"  are  those  adjustments  applied  to  each  agency  based  upon 
either:  1)  factors  beyond  the  individual  agency  control;  or  2)  other  underlying  factors.  Because  of  the 
global  application  of  these  factors  and  the  need  for  consistency  among  agencies,  these  adjustments 
are  included  in  the  "statewide"  section  of  the  present  law  table  to  alert  subcommittees  and  other 
decision  makers  that,  if  adjustments  are  made  to  these  costs,  adjustments  should  be  made  to  the 
underlying  factors  upon  which  the  adjustments  are  based.  The  Legislative  Finance  Committee  (LFC) 
will  make  a  recommendation  on  these  and  other  adjustments  to  appropriations  leadership. 

Personal  Services 

Personal  services  costs  are  derived  by  taking  a  "snapshot"  of  state  employee  positions  and  the  factors 
determining  compensation  rates  at  a  particular  point  in  time.  A  number  of  underlying  factors  will  make 
the  2007  biennium  personal  services  costs  different  from  actual  fiscal  2004  costs.  The  most  important 
are: 

2005  Biennium  Pay  Plan  and  Other  Benefits 

The  2003  legislature  adopted  a  pay  plan  that,  among  other  features,  provided  two  increases. 

1 .  An  overall  increase  in  pay  of  $0.25  per  hour  beginning  January  1 ,  2005. 

2.  An  increase  in  insurance  rates  in  each  year  of  the  biennium. 

Since  the  pay  plan  was  increased  in  fiscal  2005  and  not  fully  implemented  in  the  base  year, 
adjustments  were  made  to  each  employee's  compensation  to  reflect  actual  agency  costs  in  the  2007 
biennium.  In  addition,  any  changes  made  to  benefits  that  an  agency  must  pay  directly  to  or  in  support 
of  an  employee,  such  as  pension,  or  unemployment  and  workers'  compensation  insurance,  are 
automatically  reflected  in  the  present  law  personal  services. 

Vacancy  Savings 

Vacancy  savings  is  a  reduction  in  personal  services  costs  that  results  when  positions  are  not  filled  for 
the  entire  year.  Vacancy  savings  will  fluctuate  within  agencies  and  programs  from  year  to  year.  In 
order  to  provide  the  legislature  with  the  opportunity  to  make  all  policy  decisions  regarding  vacancy 
savings,  each  position  is  funded  as  if  the  position  were  filled  for  the  entire  year,  regardless  of  any 
vacancy  savings  that  may  have  occurred  in  fiscal  2004. 

Termination  Pay 

Costs  incurred  by  agencies  due  to  termination  of  employment,  such  as  accrued  sick  or  annual  leave, 
are  not  included  in  present  law. 
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Classification  Upgrades/Downgrades 

All  upgrades  and  downgrades  of  individuals  or  classes  of  positions  authorized  during  the  biennium 
through  the  "snapshot"  date  (June  of  fiscal  2004)  are  included  in  present  law. 

Any  adjustments  to  personal  services  from  sources  within  the  control  of  the  executive,  such  as 
overtime,  new  or  deleted  positions,  or  proposed  transfers,  should  not  be  included  in  the  statewide 
adjustments.  If  the  LFD  analyst  has  identified  any  of  the  adjustments  in  the  statewide  adjustment  line, 
they  are  discussed  as  an  LFD  issue. 

Vacancy  Savings 

The  executive  has  proposed  a  4  percent  vacancy  savings  rate  on  all  salaries  and  benefits,  including 
insurance,  for  most  positions.  Exempted  positions  include  university  system  faculty,  and  those  in 
agencies  with  fewer  than  20  fuii-time  equivalent  positions,  the  Judiciary,  and  the  Legislative  Branch. 

Inflation/Deflation 

The  executive  budget  has  inflated  or  deflated  certain  operating  expenses.  Each  agency  budget  is 
automatically  adjusted  to  add  inflation  to  or  subtract  deflation  from  the  relevant  expenditure  items. 
Therefore,  changes  to  inflation/deflation  amounts  in  the  agencies  can  only  be  made  through  an 
adjustment  to  the  actual  expenditure  against  which  the  inflation/deflation  is  applied,  rather  than  to  the 
inflation/deflation  factor,  itself. 

Note:  A  complete  listing  of  expenditure  categories  inflated  or  deflated  in  the  executive  budget  has  been 
included  in  the  "Reference"  section. 

Fixed  Costs 

Fixed  costs  are  costs  charged  to  agencies  to  fund  the  operations  of  certain  centralized  service 
functions  of  state  government  (such  as  data  network  fees,  messenger  services,  and  legislative  audit). 
Costs  charged  to  the  individual  agency  budgets  are  based  upon  the  cost  in  the  service  agency  and  the 
method  used  to  allocate  those  costs.  These  fixed  costs  are  automatically  added  to  each  agency 
budget,  as  appropriate.  Any  changes  to  these  allocations  must  be  made  through  a  change  to  the 
service  agency  budget,  or  to  the  allocation  method  used  by  the  service  agency.  The  General 
Government  and  Natural  Resources  Subcommittees  will  review  the  fixed  costs  proposals. 

Note:  A  complete  listing  of  all  fixed  costs  is  included  in  the  "Reference"  section  of  Volume  1. 
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The  following  summarizes  the  main  budget  highlights  of  the  2007  biennium  executive  budget.  Please 
note  that  the  following  discussion  pertains  to  HB  2  expenditures  only.  HB  2  appropriates  over  80 
percent  of  all  general  fund.  However,  reimbursements  to  local  governments  under  HB  124  passed  by 
the  2001  legislature  are  statutorily  appropriated  and  are  therefore  not  part  of  the  following  discussion. 

As  shown,  the  Governor  proposes  a  general  fund  budget  of  $2.5  billion,  a  $228  million  increase  (9.9 
percent)  over  the  2005  biennium,  and  a  total  funds  budget  of  $6.9  billion,  a  $655  million  increase  (10.5 
percent). 


Proposed  Executive  Budget  by  Program  Area  - 

HB2 

2005  to  2007  Biennia 

—  General  Func 

Executive 

Increase 

Percent 

Percent  of 

Component 

Budget 

Over  2005 

Increase 

Increase 

K-12  Education 

1,057,188,753 

28,211,249 

2.7% 

12.4% 

Higher  Education 

300,404,277 

22,418,273 

8.1% 

9.8% 

Corrections 

234,784,069 

24,136,082 

11.5% 

10.6% 

Human  Services 

603,549,186 

83,037,987 

16.0% 

36.4% 

All  Other  Government  Agencies 

329,671,956 

70,071,465 

27.0% 

30.7% 

Total 

2,525,598,241 

—  Total  Funds 

227,875,056 

9.9% 

Executive 

Increase 

Percent 

Percent  of 

Component 

Budget 

Over  2005 

Increase 

Increase 

K-12  Education 

1,356,419,284 

47,253,746 

3.6% 

7.2% 

Higher  Education 

420,802,046 

29,297,659 

7.5% 

4.5% 

Corrections 

242,235,111 

25,161,628 

11.6% 

3.8% 

Human  Services 

2,569,004,373 

334,204,352 

15.0% 

51.1% 

All  Other  Government  Agencies 

2,271,485,786 

218,714,585 

10.7% 

33.4% 

Total 

6,859,946,600 

654,631,970 

10.5% 

Primary  Budget  Factors 

The  following  summarizes  the  primary  factors  causing  the  change  in  funding: 

o    General  fund  would  increase  by  $228  million,  or  9.9  percent,  over  the  2005  biennium.  Major 
causes  of  the  increase  include  the  following: 
o    Human  services  caseload  and  service  changes,  and  an  increase  in  the  percentage  of 

Medicaid  costs  the  state  must  pay 
o    One-time  expenditures  for  completion  of  information  technology  projects  and  payoff  of  debt 
used  to  acquire  the  current  revenue  system 
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o    Economic  development  initiatives  and  vocational  technical  equipment  in  the  Montana 

University  System 
o    Additional  contract  beds  (private  prisons  and  pre-release),  as  well  as  additional  probation 

and  parole  officers  to  address  correctional  population  growth 
o    K-12  education  inflationary  adjustments  in  Base  Aid,  as  well  as  increases  in  a  number  of 

programs 
o    Statewide  present  law  adjustments 
o    Total  funds  would  increase  by  $654.6  million,  or  10.6  percent.    Human  services  is  over  half  of 
this  increase,  due  primarily  to 
o     Increases  in  Medicaid  caseload  and  services 

o    Medicaid  redesign,  which  utilizes  existing  state  resources  to  increase  coverage 
o    Continued  use  of  various  provider  assessments  (i.e.  hospital  tax)  to  increase  federal  funds 
o    Additional  food  stamp  costs  and  TANF  activities 

Other  Factors 

o    106.09  FTE  in  fiscal  2006  and  91.16  FTE  in  fiscal  2007  would  be  added--This  total  is  the  net 

after  reductions  in  a  number  of  agencies  to  continue  and  make  permanent  personal  services 

reductions  approved  by  the  2003  Legislature 
o    The  Governor  does  not  include  any  funding  for  initiatives  to  address  the  recent  court  rulings  on 

the  school  funding  lawsuit 
o    No  anticipated  federal  funds  for  homeland  security  for  distribution  by  the  Department  of  Military 

Affairs  are  included 

Comparison  of  Program  Areas 

The  following  figure  shows  the  allocation  of  general  fund  by  program  area  for  the  2007  biennium 
compared  to  the  2005  biennium. 
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o  The  K-12  education  share  of  the  general  fund  budget  continues  to  fall,  primarily  due  to 
continued  declines  in  average  number  belonging  (ANB)  upon  which  the  Base  Aid  calculation  is 
made 

o  Human  services  and  corrections  continue  to  increase,  due  largely  to  caseload  growth.  In 
addition,  the  share  of  Medicaid  expenditures  that  must  be  made  by  the  state  has  increased 

o    "All  other  government  agencies"  continue  to  consume  a  larger  share  of  general  fund;  however, 
this  increase  is  somewhat  misleading,  as  the  Governor  is  recommending  one-time  information 
technology  and  other  initiatives  in  the  Departments  of  Revenue  and  Administration,  including 
o    Payoff  of  the  loan  used  to  finance  the  Integrated  Revenue  Information  System  (IRIS) 
o    Complete  the  replacement  of  POINTS  with  IRIS 
o    Funding  of  a  property  tax  replacement  system 
o    Funding  of  emergency  telecommunications  infrastructure 

Source  of  Funding 

The  following  figure  illustrates  that,  in  keeping  with  a  trend  for  a  number  of  years,  federal  funds 
continue  to  represent  a  greater  share  of  state  funding  while  the  general  fund,  while  growing,  assumes  a 
smaller  share.  This  change  is  the  smallest  reallocation  of  funding  sources  in  several  biennia,  however, 
in  part  due  to  the  almost  10  percent  increase  in  general  fund  spending,  and  the  reduction  in  the 
Medicaid  matching  rate,  which  increases  general  fund  responsibility  for  Medicaid  benefits  costs. 
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Section  A 


JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  COMMITTEES 


-Agencies- 


Legislative  Branch 
Legislative  Audit  Division 
Legislative  Fiscal  Division 
Legislative  Sen  ices  Division 

Consumer  Counsel 

Judiciary 

Montana  Chiropractic  Legal  Panel 

Governor's  Office 


1  louse* 

Representative  Eve  Franklin 
Representative  Carol  Juneau 
Representative  John  Sinrud 
Representative  Janna  Taylor 


Secretary  of  State 

Commissioner  of  Political  Practices 

State  Auditor 

Transportation 

Revenue 

Administration 

Appellate  Defender  Commission 

Montana  Consensus  Council 


-Committee  Members- 


Senate 

Senator  Mike  Cooney 
Senator  Rick  Laible 
Senator  Lane  Larson 
Senator  Corey  Stapleton 


-Fiscal  Division  Staff- 


Greg  De  Witt 

Harry  Freehoum 
Marilyn  Daumiller 


*At  press  time,  Lin  election  challenge  with  potential  impact  on  committee  structure  is  siil 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  legislative  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

124.77 

0.20 

0.00 

124.97 

0.20 

0.00 

130.14 

130.14 

Personal  Services 
Operating  Expenses 
Equipment 

7,131,990 

1,916,296 

98,375 

627,728 

745,768 

4,625 

13,518 

240,888 

0 

7,773,236 

2,902,952 

103,000 

619,277 
457,617 
(33,375) 

0 
0 
0 

7,751,267 

2,373,913 

65,000 

15,524,503 

5,276,865 

168,000 

Total  Costs 

$9,146,661 

$1378,121 

$254,406 

$10,779,188 

$1,043319 

$0 

$10,190,180 

$20,969368 

General  Fund 
State/Other  Special 

7,055,185 
2,091,476 

1,051,301 
326,820 

254,406 
0 

8,360,892 
2,418,296 

1,339,999 
(296,480) 

0 
0 

8,395,184 
1 ,794,996 

16,756,076 
4,213,292 

Total  Funds 

$9,146,661 

$1378,121 

$254,406 

$10,779,188 

$1,043,519 

$0 

$10,190,1811 

$20,969368 

Agency  Description 

The  Legislative  Branch  consists  of  the  legislature  and  supporting  staff  divisions  as  provided  in  5-2-504,  MCA.  The 
principal  agency  entities  are  the  Senate,  the  House  of  Representatives,  the  Legislative  Services  Division,  the  Legislative 
Fiscal  Division,  and  the  Legislative  Audit  Division.  The  budget  for  the  three  staff  divisions  and  legislative  interim  work 
is  presented  in  HB  2.  The  budget  for  House  and  Senate  activity  is  presented  in  HB  1,  the  "feed  bill." 

Agency  Highlights 


Legislative  Branch 
Major  Budget  Highlights 


Increase  over  the  2005  biennium  of  an  average  of  2  percent  each  year 
is  primarily  due  to  present  law  adjustments  and  the  cyclical  nature  of 
costs  related  to  the  legislative  session  that  are  not  in  the  base  year 
New  proposals  for  disaster  recovery  and  security  plans,  and  legislator 
services  /  participation 


Agency  Discussion 

The  Legislative  Branch  business  cycle  is  biennial,  related  to  the  cyclical  nature  of  legislative  sessions,  production  and 
publication  of  the  Montana  Codes  Annotated,  interim  study  committees  and  activities,  and  biennial  audit  work.  As  such, 
the  Legislative  Branch  receives  biennial  appropriations.  However,  as  a  means  to  facilitate  comparison,  the  budget  is 
presented  in  annual  format  for  budget  review.  Changes  to  the  base  year  reflect  the  difference  of  activity  from  legislative 
session  to  interim  years.  Comparisons  to  the  base  year  give  a  distorted  picture  in  that  session  costs  are  not  in  the  base,  yet 
recur  every  other  year.  A  biennium-to-biennium  comparison  provides  a  more  accurate  picture. 

The  Legislative  Branch  budget  is  presented  as  the  approving  legislative  committees  adopted  it  in  September  at  the  time 
original  agency  budgets  were  required  to  be  submitted.  It  represents  a  present  law  budget,  consistent  with  the  original 
submissions  by  executive  branch  agencies.  The  executive  is  required  to  present  the  Legislative  Branch  budget  as 
submitted. 
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SUMMARY 


The  executive  has  proposed  a  4  percent  vacancy  savings  rate  for  agencies  with  more  than  20  FTE  but 
does  not  recommend  vacancy  savings  for  the  Legislative  Branch  as  a  matter  of  policy.  The  issue  of 
vacancy  savings  for  the  Legislative  Branch  will  be  negotiated  with  legislative  leadership  and  the 
General  Government  Joint  Subcommittee  on  Appropriations  as  part  of  the  branch  budget  deliberations. 


LFD 
COMMENT 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source  as  recommended  by  the  approving 
authority.  Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       State  Spec.          Grand  Total 

Total  % 

20  Legislative  Services 

$    9,586,342     $     1,237,760     $      10,824,102 

51.6% 

21  Legis.  Committees  &  Activities 

898,229                        -                898,229 

4.3% 

27  Fiscal  Analysis  &  Review 

2,583,939                        -             2,583,939 

12.3% 

28  Audit  &  Examination 

3.687,566          2.975.532             6.663.098 

31.8% 

Grand  Total 

$  16,756,076     $    4,213,292     $     20,969,368 

100.0% 

Biennium  Budget  Comparison 

The  following  table  compares  the  legislative  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Hem 

Present 
Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

124.97 

0.00 

124.97 

124.97 

0.00 

130.14 

124.77 

130.14 

Persona]  Services 
Operating  Expenses 
Equipment 

7,759,718 

2,662,064 

103,000 

13,518 

240,888 

0 

7,773,236 

2,902,952 

103,000 

7,751,267 

2,373,913 

65,000 

0 
0 
0 

7,751,267 

2,373,913 

65,000 

15,438,523 

4,525,812 

200,000 

15,524,503 

5,276,865 

168,000 

Total  Costs 

$10,524,782 

$254,406 

$10,779,188 

$10,190,180 

$0 

$10,190,180 

$20,164,335 

$20,969,368 

General  Fund 
State/Other  Special 

8,106,486 
2,41 8,296 

254,406 
0 

8,360,892 
2,418,296 

8,395,184 
1,794,996 

0 

0 

8,395,184 
1,794,996 

16,106,258 
4,058,077 

16,756,076 
4,213,292 

Total  Funds 

$10,524,782 

$254,406 

$10,779,188 

$10,190,180 

$0 

$10,190,180 

$20,164,335 

$20,969,368 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  approving  legislative  committees.  Descriptions 
and  LFD  discussion  of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund                Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  3  -  Disaster  Recovery  and  Security  Plans 

20                  0.00             120,000 

0 

0 

120,000 

0.00 

0 

0 

0 

0 

DP  5  -  Participation,  Pacific  Northwest  Economic  Region 

21                   0.00               44,754 

0 

0 

44,754 

0.00 

0 

0 

0 

0 

DP  6  -  Participation,  NCSL  and  CSG 

21                   0.00               79,652 

0 

0 

79,652 

0.00 

0 

0 

0 

0 

DP  7  -  Legislative  Council  on  River  Governance 

21                   0.00               10,000 

0 

0 

10,000 

0.00 

0 

0 

0 

0 

Total                  0.00           $254,406 

$0 

$0 

$254,406 

0.00 

$0 

$0 

$0 

$0 
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Program  Proposed  Budget 

The  following  table  summarizes  the  legislative  council  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and 
source  of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

50.80 

0.20 

0.00 

51.00 

0.20 

0.00 

56.17 

56.17 

Personal  Services 
Operating  Expenses 
Equipment 

2,984,223 

1,445,739 

98,375 

301,641 

589,395 

4,625 

0 

120,000 

0 

3,285,864 

2,155,134 

103,000 

362,801 
422,341 
(33,375) 

0 
0 
0 

3,347,024 

1,868,080 

65,000 

6,632,888 

4,023,214 

168,000 

Total  Costs 

$4,528,337 

$895,661 

$120,000 

$5343,998 

$751,767 

$0 

$5,280,104 

$10,824,102 

General  Fund 
State/Other  Special 

3,708,761 
819,576 

857,062 
38,599 

120,000 
0 

4,685,823 
858,175 

1,191,758 
(439,991) 

0 
0 

4,900,519 
379,585 

9,586,342 
1,237,760 

Total  Funds 

$4_528,.337 

$895,661 

$120,000 

$5,543,998 

$751,767 

$0 

$5,280,104 

$10,824,102 

Program  Description 

The  Legislative  Services  Division  provides  research,  reference,  legal,  technical,  information  technology,  and 
administrative  support  services  to  the  House,  Senate,  and  other  divisions  of  the  Legislative  Branch.  Division  services 
include:  1)  bill  and  amendment  drafting,  preparation  of  bills  for  introduction,  and  engrossing  and  enrolling  bills;  2) 
publication  of  legislative  documents  of  record;  3)  provision  of  legislative  research  and  reference  services;  legal  counseling 
on  legislative  matters  and  agency  legal  support;  4)  agency  management  and  business  services;  5)  planning,  installation 
and  maintenance  of  the  agency  computer  network  and  applications;  6)  legislative  committee  staffing  and  support;  7) 
preparation,  publication  and  distribution  of  the  Montana  Code  Annotated  text  and  annotations;  8)  review  of  the  text  of 
proposed  ballot  measures;  9)  broadcasting  of  legislative  activities;  and  10)  provision  of  legislative  information  to  the 
public.  The  Legislative  Council  provides  policy  guidance  to  the  Legislative  Services  Division. 

Program  Highlights 


Legislative  Services  Division 
Major  Budget  Highlights 


Funding  increases  are  attributed  to: 

Statewide  present  law  adjustments 
■        Increases  in  operating  expenses  due  to: 

•  The  cyclical  nature  of  the  legislative  process 

•  Continuation    of    the    phased    replacement    of    audio 
recording  as  committee  minutes 

•  Required  development  of  disaster  recovery  and  security 
plans __ 


This  program,  in  addition  to  increases  in  personal  services  for  vacancy  savings  and  pay  plan 
increases,  has  present  law  increases  for  the  cyclical  session  employee  costs  in  fiscal  2005.   These 
costs  do  not  occur  in  the  non-session  base  year,  and  do  not  represent  a  true  increase  when 
comparing  biennium  to  biennium. 

This  program  pays  all  fixed  costs  for  the  Legislative  Branch  programs.  A  significant  portion  of  the  increase  in  operating 
cost  is  attributable  to  increases  of  over  $93,000  each  year  of  the  biennium  for  technology-based  services  and  facility  rent 
charged  by  other  agencies. 

Reductions  in  state  special  revenue  reflect  the  comparison  to  the  base  year  and  the  cyclical  nature  of  this  program. 
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The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium,  as  recommended  by 
the  Legislative  Council. 


Program  Funding  Table 

Legislative  Services 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02800  Reimbursable  Activities 
02985  State  Government  Broadcasting 
Grand  Total 

$3,708,761             81.9%     $4,685,823 

793,171              17.5%          814,184 

26.405               0.6%            43.991 

$4,528,337           100.0%     $5,543,998 

84.5% 

14.7% 

0.8% 

100.0% 

$4,900,519 

348,714 

30.871 

$5,280,104 

92.8% 

6.6% 

0.6% 

100.0% 

The  Legislative  Services  Program  is  funded  by  general  fund  except  for  state  special  revenue  appropriations  that  support 
costs  associated  with  the  state  broadcasting  service  and  the  preparation,  publication,  and  distribution  of  Montana  Code 
Annotated  Test  and  annotations. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  legislative 
council.  "Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on 
these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                 Fund 



State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

301,641 
(2,527) 
83,577 

362,801 
(2,526) 
87,380 

Total  Statewide  Present  Law  Adjustments 

$382,691 

$447,655 

DP  2  -  Audio  Recordings  as  Committee  Minutes 
0.00            158,000 

DP  12  -  Increase  Branch  Personnel  Services  FTE 
0.20                      0 

DP  50  -  LSD  Program  Operations 

0.00            327,338 

0 

0 

27,632 

0 
0 
0 

158,000 

0 

354,970 

0.00 
0.20 
0.00 

0 

0 

573,837 

0 

0 

(269,725) 

0 
0 
0 

0 

0 

304,112 

Total  Other  Present  Law  Adjustments 

0.20           $485^38 

$27,632 

$0 

$512,970 

0.20 

$573,837 

($269,725) 

$0 

$304,112 

Grand  Total  All  Present  Law  Adjustments 

$895,661 

$751,767 

DP  2  -  Audio  Recordings  as  Committee  Minutes  -  The  Legislative  Branch  produces  and  retains  minutes  of  session 
committee  hearings.  Phased  replacement  of  labor-intensive  written  summary  committee  minutes  with  audio  recordings 
continues  into  the  2007  biennium.  Committee  proceedings  will  also  broadcast  to  the  Internet  and  be  archived  and  made 
available  on-line.  Personal  services  savings  recognized  during  the  2003  and  2005  sessions  by  the  House  and  Senate  are 
again  expected  during  the  2007  session.  While  savings  are  recognized  within  HB  1,  the  "Feed  Bill",  responsibility  for 
technological  support  of  the  House  and  Senate  rests  with  the  Legislative  Services  Division  in  HB  2. 

DP  12  -  Increase  Branch  Personnel  Services  FTE  -  The  0.20  FTE  in  this  decision  package,  when  combined  with  an 
existing  0.80  FTE,  will  establish  a  full-time  position  to  provide  in-house  personnel  services  to  the  Legislative  Branch. 
The  Legislative  Council  approved  authority  and  funding  for  this  position  during  the  2005  biennium  in  June  2004.  This 
decision  package  requests  no  funding. 
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DP  SO  -  LSD  Program  Operations  -  The  Legislative  Branch  business  cycle  is  biennial;  however,  for  comparison 
purposes,  the  budget  is  presented  in  an  annual  format.  Decreases  from  base  relate  to  preparation  and  publication  of  the 
Montana  Codes  Annotated  and  other  legislative  publications.  Increases  to  base  relate  to  legislative  session  costs  that  are 
in  the  non-base  year  only,  including  temporary  staff,  printing,  and  office  supplies.  During  the  2005  biennium,  the  branch 
equipment  and  software  replacement  cycle  was  deferred  due  to  reductions  of  approximately  $1  million  during  the  2003 
session.  Resumption  of  the  replacement  cycle  is  included  in  present  law  adjustments. 

New  Proposals 


New  Proposals 

-iscal  2006 

State 

General 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  3  -  Disaster  Recovery  and  Security  Plans 

20               0.00              120,000 

0 

0 

120,000 

0.00 

0 

0 

0 

0 

Total               0.00            $120,000 

$0 

$0 

$120,000 

0.00 

$0 

$0 

$0 

SO 

DP  3  -  Disaster  Recovery  and  Security  Plans  -  The  Legislative  Branch  Computer  Systems  Planning  Council,  established 
in  Title  5,  MCA,  is  required  to  develop  a  comprehensive  branch  computer  system  plan.  The  2007-Biennium  computer 
system  plan  recognizes  the  Legislative  Branch  does  not  have  disaster  recovery  or  security  plans  in  place  for  recovering 
mission-critical  systems  in  the  case  of  a  disaster.  This  proposal  uses  contracted  services  for  development  and  initial 
implementation  of  disaster  recovery  and  security  plans,  with  ongoing  maintenance  assumed  within  existing  funding. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  Legislative  Council  budget  proposal  for  this  program  by  year,  type  of  expenditure, 

and  source  of  funding. 


Program  Proposed  Budget 

Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

0.97 

0.00 

0.00 

0.97 

0.00 

0.00 

0.97 

0.97 

Personal  Services 
Operating  Expenses 

54,584 
277,858 

40,416 
118,255 

13,518 
120,888 

108,518 
517,001 

(22,454) 
(37,278) 

0 
0 

32,130 
240,580 

140,648 
757,581 

Total  Costs 

$332,442 

$158,671 

$134,406 

$625319 

($59,732) 

$0 

$272,710 

$898,229 

General  Fund 

332,442 

158,671 

134,406 

625,519 

(59,732) 

0 

272,710 

898,229 

Total  Funds 

$332,442 

$158,671 

$134,406 

$625319 

($59,732) 

$0 

$272,710 

$898,229 

Program  Description 

The  Legislative  Committees  and  Activities  Program  processes  and  monitors  the  expenditures  of  various  legislative 
committees  and  activities,  particularly  those  conducted  during  the  interim  between  legislative  sessions.  Services  include: 
1)  limited  support  of  interim  studies  activities  established  under  5-5-202  through  5-5-217,  MCA;  2)  support  of  interstate 
cooperation  activities  of  the  legislature;  and  3)  support  of  other  legislative  activities  for  which  appropriations  are  made. 

Program  Highlights 


Legislative  Committees  and  Activities 
Major  Budget  Highlights 


•     Increases  over  the  base  year  include: 

•  Present  Law  Adjustments 

•  New  proposals  for  dues  and  to  allow  legislators  to  participate 
in  various  organizations 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Legislative  Council. 


Program  Funding  Table 
Legis.  Committees  &  Activities 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$     332,442            100.0%     $     625,519 
$    332,442           100.0%    $    625,519 

100.0% 
100.0% 

$     272,710 
$     272,710 

100.0% 
100.0% 

The  program  is  funded  with  general  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  Legislative 
Council.  "Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 
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Present  Law  Adjustments 

:al  2006- 
State 

General 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

19,852 

19,899 

Inflation/Deflation 

(77) 

(75) 

Total  Statewide  Present  Law  Adjustments 

$19,775 

$19324 

DP  5 1  -  Committees  &  Activities  Pgm  Operations 
0.00             138,896 

0 

0 

1 38,896 

0.00 

(79,556) 

0 

0 

(79,556) 

Total  Other  Present  Law  Adjustments 

0.00           $138396 

SO 

so 

$138,896 

0.00 

($79^56) 

$0 

$0 

($79^56) 

Grand  Total  All  Present  Law  Adjustments 

$158,671 

($59,732) 

LI  I) 
COMMENT 


Personal  services  in  this  program  are  for  the  pay  of  legislators  participating  in  interim  committees 
and  activities.  No  FTE  are  assigned  to  this  program  (0.97  FTE  is  a  "placeholder"  for  legislator 
salaries). 


DP  5 1  -  Committees  &  Activities  Pgm  Operations  -  The  budget,  presented  as  a  biennial  appropriation  in  the  first  year, 
provides  funding  for  the  Legislative  Council,  Environmental  Quality  Council,  and  eight  interim  committees.  Each 
committee's  2005  Biennium  budget  was  reduced;  sufficient  funding  is  provided  for  each  committee  to  complete  its 
statutory  tasks.  The  Legislative  Council  is  required  by  statute  to  facilitate  participation  of  the  state  as  a  member  of 
appropriate  interstate  entities.  Montana  is  a  member  of  the  National  Conference  of  State  Legislatures,  National 
Conference  of  Commissioners  on  Uniform  State  Laws,  and  Council  of  State  Governments.  Funding  for  dues  and 
National  Conference  of  State  Legislatures  participation  is  included. 

New  Proposals 


New  Proposals 

Fiscal  2006- 

General               State 
Program               FTE                 Fund               Special 



Federal 
Special 



Total 
Funds 

-Fiscal  2007 
State 
Special 

FTE 

General 
Fund 

Federal 
Special 

Total 
Funds 

DP  5  -  Participation,  Pacific  Northwest  Economic  Region 
21               0.00                44,754 

DP  6  -  Participation,  NCSL  and  CSG 

21               0.00                79,652 

DP  7  -  Legislative  Council  on  River  Governance 
21               0.00                10,000 

Total              0.00           $134,406 

0 
0 
0 

$0 

0 
0 

0 
$0 

44,754 

79,652 

10,000 

$134,406 

0.00 
0.00 
0.00 
0.00 

0 

0 

0 

$0 

0 
0 
0 

$0 

0 

0 

0 

$0 

0 
0 
0 

so 

DP  5  -  Participation,  Pacific  Northwest  Economic  Region  -  Title  5,  Chapter  11,  part  7,  MCA,  defines  Montana's 
agreement  with  the  Pacific  Northwest  Economic  Region  (PNWER),  an  international  organization  promoting  greater 
regional  collaboration  among  the  states  of  Alaska,  Idaho,  Montana,  Oregon,  and  Washington,  the  provinces  of  Alberta 
and  British  Columbia,  and  the  Yukon  Territory.  Statute  also  defines  procedures  for  the  appointment  and  compensation 
of  delegates.  The  2001  and  2003  legislatures  did  not  fund  Montana's  participation  in  PNWER.  A  budget  of  $44,754 
represents  payment  of  $30,000  for  Montana's  dues  and  participation  of  four  delegates  once  each  fiscal  year. 
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DP  6  -  Participation,  NCSL  and  CSG  -  Montana  is  a  member  of  two  interstate  organizations:  National  Conference  of 
State  Legislatures  (NCSL)  and  the  Council  of  State  Governments  (CSG).  This  proposal  allows  for  participation  of  eight 
delegates  in  each  of  three  NCSL  conferences  over  the  biennium  for  a  cost  of  $40,306  ($1,679  per  delegate)  and  the 
participation  of  eight  delegates  in  each  of  three  CSG  conferences  over  the  biennium  for  a  cost  of  $39,346  ($1,639  per 
delegate). 

DP  7  -  Legislative  Council  on  River  Governance  -  The  Legislative  Council  on  River  Governance  is  comprised  of 
legislators  from  Montana,  Oregon,  Idaho,  and  Washington.  The  council  mission  is  to  assert  state  legislative  authority 
over  natural  resources  and  river  governance  issues  and  to  unite  states  for  a  proactive  agenda  of  legislative  action.  In 
2001,  the  legislature  approved  a  one-time  appropriation  of  $10,000  for  legislator  participation  in  council  meetings  and 
activities  during  the  2003  biennium.  Funding  for  participation  during  the  2005  biennium  was  eliminated  from  the  budget 
during  the  appropriation  process.  This  proposal  provides  funding  for  Montana's  four  members  to  participate  in  council 
meetings  during  the  2007  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  Legislative  Finance  Committee  budget  proposal  for  this  program  by  year,  type  of 
expenditure,  and  source  of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Ex 

ec.  Budget 

Budgel  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

li 

seal  06-07 

FTE 

18.50 

0.00 

0.00 

18.50 

0.00 

0.00 

18.50 

18.50 

Personal  Services 

1,130,237 

101,333 

0 

1.231,570 

97,988 

0 

1,228,225 

2,459,795 

Operating  Expenses 

40,574 

(1,002) 

0 

39,572 

43,998 

0 

84,572 

124,144 

Total  Costs 

$1,170,811 

$100331 

$0 

$1,271,142 

$141,986 

$0 

$1312,797 

$2,583,939 

General  Fund 

1,170,811 

100,331 

0 

1,271,142 

141,986 

0 

1,312,797 

2,583,939 

Total  Funds 

$1,170,811 

$100331 

$0 

$1371,142 

$141,986 

$0 

$1312,797 

$2,583,939 

Program  Description 

The  Legislative  Fiscal  Division  provides  the  legislature  with  objective  fiscal  information  and  analysis  relevant  to 
Montana  public  policy  and  budget  determination.  Division  services  include:  1)  fiscal  analysis  of  state  government  and 
the  furnishing  of  information  bearing  upon  the  financial  matters  of  the  state;  2)  identification  of  ways  to  effect  economy 
and  efficiency  in  state  government;  3)  estimation  of  revenue  and  analysis  of  tax  policy;  4)  analysis  of  the  executive 
budget;  5)  compiling  and  analyzing  fiscal  information  for  legislators  and  legislative  committees;  and  6)  staffing  and 
support  for  legislative  committees,  including  the  preparation  and  processing  of  the  General  Appropriations  Act.  The 
Legislative  Finance  Committee  provides  guidance  to  the  Legislative  Fiscal  Division. 


Program  Highlights 


Legislative  Fiscal  Division 
Major  Budget  Highlights 


Increases  due  to  statewide  present  law  adjustments  and  cyclical  nature 
of  cost  of  legislative  sessions  that  are  not  in  the  base  year 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Legislative  Finance  Committee. 


Program  Funding  Table 
Fiscal  Analysis  &  Review 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$1,170,811            100.0%     $1,271,142 
$1,170,811            100.0%     $1,271,142 

100.0% 
100.0% 

$1,312,797 

$1,312,797 

100.0% 
100.0% 

This  program  is  funded  with  general  fund. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  Legislative 
Finance  Committee.  "Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies. 
Decisions  on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond 
to  the  narrative  descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Inflation/Deflation 

101,333 
(1,002) 

97,988 
(1,002) 

Total  Statewide  Present  Law  Adjustments 

$100,331 

$96,986 

DP  57  -  LFD  Program  Operations 

0.00                      0 

0 

0 

0 

0.00 

45,000 

0 

0 

45,000 

Total  Other  Present  Law  Adjustments 

0.00                  so 

$0 

SO 

SO 

0.00 

$45,000 

$0 

$0 

$45,000 

Grand  Total  All  Present  Law  Adjustments 

$100,331 

$141,986 

DP  57  -  LFD  Program  Operations  -  The  Legislative  Branch  budget  is  biennial;  however,  for  comparison  purposes,  the 
budget  is  presented  in  an  annual  format.  Increases  to  base  total  $45,000  in  the  categories  of  temporary  services,  printing 
and  photocopy,  and  office  supplies,  and  are  due  to  cyclical  legislative  session  costs  that  are  not  captured  in  the  base  year. 
This  is  the  same  amount  approved  for  2005  biennium  session  costs,  and  is  not  an  increase  when  comparing  biennium  to 
biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  Legislative  Audit  Committee  budget  proposal  for  this  program  by  year,  type  of 
expenditure,  and  source  of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposa 

s 

Exec.  Budget 

Adjustment 

Proposal 

s 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

54.50 

0.00 

0.00 

54.50 

0.00 

3.00 

54.50 

54.50 

Personal  Services 

2,962,946 

184,338 

0 

3,147,284 

180,942 

0 

3,143,888 

6,291,172 

Operating  Expenses 

152,125 

39,120 

0 

191,245 

28,556 

0 

180,681 

371,926 

Total  Costs 

$3,1 15,071 

$223,458 

$0 

$3338329 

$209,498 

$0 

$3324,569 

$6,663,098 

General  Fund 

1,843,171 

(64,763) 

0 

1,778,408 

65,987 

0 

1,909,158 

3,687,566 

State/Other  Special 

1,271,900 

288,221 

0 

1,560,121 

143,511 

0 

1,415,411 

2,975,532 

Total  Funds 

$3,115,071 

$223,458 

$0 

$3338329 

$209,498 

$0 

$3324,569 

$6,663,098 

Program  Description 

The  Legislative  Audit  Division  conducts  independent  audits  and  provides  factual  and  objective  information  to  the 
legislative  and  executive  managers  of  the  public  trust.  Division  services  include:  1)  conducting  and  reporting  of  biennial 
financial-compliance  audits,  performance  audits,  information  systems  audits,  and  special  audits  of  state  agency 
operations;  2)  reporting  of  violation  of  penal  statutes,  instances  of  misfeasance,  malfeasance,  or  nonfeasance,  and 
shortages  discovered  in  an  audit  that  are  covered  by  surety;  3)  auditing  records  of  entities  under  contract  with  the  state; 
and  4)  assisting  the  legislature,  its  committees,  and  its  members  by  providing  information  related  to  the  fiscal  affairs  of 
state  government.  The  Legislative  Audit  Committee  provides  policy  guidance  to  the  Legislative  Audit  Division. 


Program  Highlights 


Legislative  Audit  Division 
Major  Budget  Highlights 


Increases  due  to  statewide  present  law  adjustments  and  cyclical  nature 
of  biennial  audit  costs 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Legislative  Audit  Committee. 


Program  Funding  Table 
Audit  &  Examination 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02042  Legislative  Audit 
Grand  Total 

$1,843,171 

1.271,900 

$3,115,071 

59.2%     $  1 ,778,408 
40.8%        1.560.121 

100.0%     $3,338,529 

53.3% 

46.7% 

100.0% 

$1,909,158 
1.415,411 

$3,324,569 

57.4% 

42.6% 

100.0% 

The  Audit  &  Examination  Program  is  funded  by  a  combination  of  general  fund  and  state  revenue  appropriations.  Special 
revenue  is  derived  through  the  assessment,  to  agencies,  of  federally  approved  hourly  rate  charges  for  audit  services. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  Legislative 
Audit  Committee.  "Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies. 
Decisions  on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond 
to  the  narrative  descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

184,338 

(2,101) 

5,504 

180,942 

(2,065) 

5,504 

Total  Statewide  Present  Law  Adjustments 

$187,741 

$184,381 

DP  10  -  LAD  Cyclical  Adjustments 

0.00              19,606 

15,194 

0 

34,800 

0.00 

13,634 

10,566 

0 

24,200 

DP  58  -  LAD  Program  Operations 

0.00                    541 

376 

0 

917 

0.00 

541 

376 

0 

917 

Total  Other  Present  Law  Adjustments 

0.00             $20,147 

$15,570 

SO 

$35,717 

0.00 

$14,175 

$10,942 

$0 

$25,117 

Grand  Total  All  Present  Law  Adjustments 

$223,458 

$209,498 

DP  10  -  LAD  Cyclical  Adjustments  -  Changes  from  the  adjusted  base  include  cyclical  costs  associated  with  a  Peer 
Review  required  by  Government  Auditing  Standards,  on-site  audit  training  costs,  and  contract  services  for  the  use  of 
actuary  expertise  on  audits  of  retirement  systems. 

DP  58  -  LAD  Program  Operations  -  The  Legislative  Branch  business  cycle  is  biennial;  however,  for  comparison 
purposes,  the  budget  is  presented  in  an  annual  format.  No  base  increases  or  decreases,  other  than  statewide  present  law 
adjustments,  are  reflected. 
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0 1- Administration  Program 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budge! 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

5.04 

0.00 

0.00 

5.04 

0.00 

0.00 

5.04 

5.04 

Personal  Services 
Operating  Expenses 

410,889 
886,194 

11,104 
69,329 

0 
0 

421,993 
955,523 

12,608 
81,014 

0 
0 

423,497 
967,208 

845,490 
1,922,731 

Total  Costs 

$1,297,083 

$80,433 

$0 

$1,377,516 

$93,622 

$0 

$1390,705 

$2,768321 

State/Other  Special 

1 ,297,083 

80,433 

0 

1,377,516 

93,622 

0 

1 ,390,705 

2,768,221 

Total  Funds 

$1,297,083 

$80,433 

$0 

$1,377,516 

$93,622 

$0 

$130,705 

$2,768,221 

Agency  Description 

Article  XIII,  Section  2of  the  1972  Montana  Constitution,  created  the  Consumer  Counsel.  Title  5,  Chapter  15,  and  Title 
69,  Chapter  1  and  2,  MCA,  govern  it.  The  Consumer  Counsel  represents  consumer  interests  in  hearings  before  the  Public 
Service  Commission  and  like  agencies.  The  Counsel  may  initiate,  intervene  in,  and  participate  in  appropriate  proceedings 
in  the  court  systems  or  administrative  agencies  on  behalf  of  the  public  of  Montana. 

Agency  Highlights 


Consumer  Counsel 
Major  Budget  Highlights 


Funding  increases  of  3.2  percent  over  the  last  biennium  are  primarily 
because  of  requested  funds  to: 

•  Continue  the  restricted  contingency  fund  at  $250,000  per 
year 

•  Increase  professional  services 

•  Implement  minor  equipment  upgrades 


Agency  Discussion 

Staff  and  consultants  account  for  93  percent  of  the  total  budget.  Consumer  Counsel  staff  review  every  rate  filing  made 
by  Montana  utilities.  In  deciding  which  issues  to  pursue,  the  counsel  examines  cost  estimates,  potential  savings  in  the 
case,  precedential  effects,  and  future  impacts.  If  an  issue  merits  contracted  expertise,  consultants  are  hired  on  a  case-by- 
case  basis  to  bring  expertise  and  assistance  in  the  study  and  monitoring  of  regulatory  issues.  They  are  hired  at  fees 
largely  determined  by  the  market.  There  is  $1.7  million  requested  for  consultants  and  professional  services  in  the  2007 
biennium,  which  represents  a  12  percent  increase  over  the  actual  amount  appropriated  in  the  2005  biennium,  and  a  51 
percent  increase  over  the  actual  amount  spent  in  the  2003  biennium.  There  is  additional  discussion  in  DP  1  in  the 
Present  Law  Adjustments  section. 
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Consumer  Counsel 


01-Administration  Program 


The  Consumer  Counsel  is  funded  by  a  constitutionally  earmarked  tax  levied  on  all  regulated  entities  under  the 
jurisdiction  of  the  Public  Service  Commission  (69-1-224,  MCA).  The  Department  of  Revenue  generates  an  amount, 
which  must  equal  the  current  appropriation  to  the  Office  of  the  Consumer  Counsel.  The  department  computes  the 
percentage  based  upon  the  company's  total  gross  operating  revenue  for  the  previous  fiscal  year.  The  tax  rate  can  be 
revised  with  30  days  notice  to  regulated  companies,  to  adjust  for  previous  fiscal  year  carryover  to  avoid  accumulation  of 
a  significant  cash  balance  (69-l-224(l)(a),  MCA)  and  to  adjust  for  fluctuations  in  the  actual  gross  operating  revenue  (69- 
l-224(2)(a),  MCA). 


Program  Funding  Table 
Administration  Program 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


02801  Dep  Rev  Consumer  Cncl  Tax     $  1 .297.083 
Grand  Total  $1,297,083 


100.0%     $1.377.516 
100.0%    $1,377,516 


100.0%    $1.390,705 
100.0%    $1,390,705 


100.0% 
100.0% 


Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

5.04 

0.00 

5.04 

5.04 

0.00 

5.04 

5.04 

5.04 

Personal  Services 
Operating  Expenses 

421,993 
955,523 

0 
0 

421,993 
955,523 

423,497 
967,208 

0 
0 

423,497 
967,208 

820,417 
1,825,399 

845,490 
1,922,731 

Total  Costs 

$1377,516 

$0 

$1377,516 

$1390,705 

$0 

$1390,705 

$2,645,816 

$2,768,221 

State/Other  Special 

1,377,516 

0 

1,377,516 

1,390,705 

0 

1,390,705 

2,645,816 

2,768,221 

Total  Funds 

$1,377,516 

$0 

$1377,516 

$1390,705 

$0 

$1390,705 

$2,645,816 

$2,768321 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 





General 

Fiscal  2007 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

11,104 
(399) 
4,406 

12,608 
(397) 
4,413 

Total  Statewide  Present  Law  Adjustments 

$15,111 

$16,624 

DP  1  -  Present  Law  Base  Adjustments 

0.00                      0 

65,322 

0 

65,322 

0.00 

0 

76,998 

0 

76,998 

Total  Other  Present  Law  Adjustments 

0.00                    $0 

$65322 

$0 

$65322 

0.00 

$0 

$76,998 

$0 

$76,998 

Grand  Total  All  Present  Law  Adjustments 

$80,433 

$93,622 
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DP  1  -  Present  Law  Base  Adjustments  - 

This  present  law  budget  increase  includes  $30,646  per  year  to  restore  the  contingency  appropriation  to  the  2005 
biennium  level  of  $250,000  per  year.  The  request  also  includes  $34,676  in  FY  2006  and  $46,352  in  FY  2007  for 
increases  in  professional  services  and  miscellaneous  expenses. 


LFD 
COMMENT 


The  consultants  and  professional  services  estimate  for  the  2007  biennium,  including  a  $500,000 
contingency,  totals  $1.7  million. 


The  request  is  based  upon  the  51  open  dockets  that  the  Consumer  Counsel  carried  into  FY  2005,  many  of  which  will 
continue  for  one  or  more  years.  In  addition  to  the  continuing  dockets,  issues  that  could  impact  the  counsel's  workload 
and  expenditures  throughout  the  2007  biennium  include,  but  are  not  limited  to:  the  counsel's  involvement  in  efforts  to 
establish  a  regional  transmission  grid  (now  called  GridWest);  the  Northwestern  Energy  bankruptcy;  the 
telecommunications  dockets  that  come  from  the  Federal  Telecommunications  Act  in  areas  such  as  provider  designation, 
service  funding,  and  access  charge  structure;  and  utility  resource  planning  and  related  issues  resulting  from  Senate  Bill 
247  (see  below). 

The  requested  contingency  (69-1-223,  MCA)  is  for  contract  services,  unanticipated  caseload  increases,  and  legal  costs 
due  to  uncertainties  related  to  supply  and  market  conditions  in  the  utilities  industries.  Should  the  counsel  not  use  the 
total  appropriation,  unused  funds  are  applied  to  the  calculated  fees  for  the  subsequent  fiscal  year. 

Prior  to  the  2003  biennium,  the  contingency  was  $100,000  per  year.  The  2001  legislative  session  approved  an  additional 
contingency  of  $100,000  per  year  in  anticipation  of  additional  Consumer  Counsel  workload  and  legal  costs  related  to 
energy  cost  issues,  utility  supply  and  market  conditions  in  the  utilities  industries,  increasing  the  biennial  total  to 
$400,000. 

The  2003  Legislature  raised  the  contingency  amount  to  $250,000  per  year  in  response  to  SB  247,  which  established  a 
default  electricity  supply  procurement  process  and  changed  the  regulatory  role  in  resource  planning  to  an  "upfront" 
process.   This  change  requires  the  counsel  to  monitor  and  evaluate  the  work  of 
the  utilities  as  they  perform  it,  including  modeling  and  forecasting  for  utility 
generation  and  use. 

The  counsel  states  that  the  FY  2007  request  of  $500,000  would  be  used  to 
respond  to  continuing  and  new  dockets  related  to  SB  247,  other  regulated  utility 
issues,  and  the  workload  described  in  this  section. 


Contingency  Growth 


Prior  Biennia  $200,000 


2003  400,000 

2005  500,000 

2007  500,000 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency 

by  year,  type  of  expend 

iture,  and 

source  of  funding. 

Agency  Proposed  Budget 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

374.68 

(19.00) 

6.45 

362.13 

(19.00) 

6.45 

362.13 

362.13 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

20,667,511 

12,040,075 

303,670 

535,058 

891,028 

1,640,577 

17,310 

(535,058) 

263,617 

2,517,055 

0 

0 

21,822,156 

16,197,707 

320,980 

0 

207,735 

1,990,625 

25,965 

(535,058) 

263,328 
1,072,393 

0 
0 

21,138,574 

15,103,093 

329,635 

0 

42,960,730 

31,300,800 

650,615 

0 

Total  Costs 

$33,546314 

$2,013,857 

$2,780,672 

$38340,843 

$1,689367 

$1335,721 

$36371302 

$74,912,145 

General  Fund 
State/Other  Special 
Federal  Special 

31,031,278 

2,378,886 

136,150 

2,098,083 

(640,586) 

556,360 

2,780,672 
0 
0 

35,910,033 

1,738,300 

692,510 

2,417,111 

(1,284,004) 

556,160 

1,335,721 
0 

0 

34,784,110 

1,094,882 

692,310 

70,694,143 
2,833,182 
1,384,820 

Total  Funds 

$33,546314 

$2,013,857 

$2,780,672 

$38,340,843 

$1,689,267 

$1335,721 

$36371302 

$74,912,145 

Agency  Description 

Article  m,  Section  I,  and  Article  VII  of  the  Montana  Constitution  authorize  the  Judicial  Branch.  The  Judiciary  consists 
of  six  programs:  1)  the  Supreme  Court  operations;  2)  Boards  and  Commissions;  3)  the  Law  Library;  4)  the  District  Court 
Operations  program;  5)  the  Water  Court  Supervision  program;  and  6)  the  Clerk  of  the  Supreme  Court.  The  Judiciary 
describes  its  mission  as  providing  an  independent,  accessible,  responsive,  impartial  and  timely  forum  to  resolve  disputes; 
to  preserve  the  rule  of  law;  and  to  protect  the  rights  and  liberties  guaranteed  by  the  Constitutions  of  the  United  States  and 
Montana. 

Agency  Highlights 


Judiciary 
Major  Budget  Highlights 


General  fund  increases  by  $8.6  million  or  13.8  percent  over  the  FY 
2004  base,  mostly  due  to: 

•  The  purchase  of  software  licenses  for  District  Courts  and 
Courts  of  Limited  Jurisdiction  for  $1 .3  million 

•  Funding  for  public  defender  costs  of  $3.0  million 

•  "Unfit  to  proceed"  costs  of  $2.0  million 

•  Statewide  present  law  adjustments 

State  special  funds  decrease  by  $1.9  million  from  FY  2004  base 
mostly  due  to: 

•  The  removal  of  12.5  FTE  and  the  funding  for  the  court 
automation  program  causes  a  decrease  of  $2.7  million 

•  Increase  of  $0.7  million  for  county  paid  sick  leave  and 
vacation 
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Major  LFD  Issues 


Vacancy  savings  of  approximately  $680,000  in  each  fiscal  year 

The  Judiciary  removes  the  court  automation  program  funded  with 

state  special  funds,  and  the  requests  to  reinstate  it  with  general  fund. 

Infrastructure  of  the  Judiciary  to  provide  services 

Statewide  Public  Defender  System 

Judiciary  Information  Technology 


LFD 
COMMENT 


Vacancy  Savings 

The  executive  has  proposed  a  4  percent  vacancy  savings  rate  for  agencies  with  more  than  20  FTE 
but  does  not  recommend  vacancy  savings  for  the  Judiciary,  as  a  matter  of  policy.  The  Judiciary  did  not  adopt  a  vacancy 
savings  plan  for  any  of  its  programs.  If  the  branch  did  adopt  a  plan  that  was  similar  to  the  executive's  plan,  they  would 
have  a  vacancy  saving  requirement  of  approximately  $680,915  for  each  fiscal  year.  This  amount  is  based  on  4  percent  of 
$17.0  million,  as  the  following  figure  illustrates: 


Program 


Figure  1 

Judicial  Branch 

Estimated  Vacancy  Savings  by  Program  for  FY  2006  and  FY  2007 

The  percentage  applied  to  the  amount  in  the  Adjusted  Personal  Services  Column  was  4  Percent 

Base  Budget         Present  Law  Remove  Adjusted  Vacancy  Savings 
FY  2004 Adjustments     Elected  Official      Personal  Services  For  each  FY 


Supreme  Court  Operations 
Boards  and  Commissions 
Law  Library 
District  Court  Operation 
Water  Court  Supervision 
Clerk  of  Court 
Subtotal 


$216,847 
39,501 
26,123 
792,697 
94,239 
10.599 
$20,667,511       $1,180,006 


$3,088,183 

79,543 

333,852 

16,262,315 
568,454 
335.164 


$707,770 


3,951,906 
94,093 
70.866 


$4,824,635 


$2,597,260 
119,044 
359,975 

13,103,106 
568,600 
274,897 


$103,890 

4,762 

14,399 

524,124 

22,744 

10.996 


$17,022,882 


$680,915 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive 

Budget 

Agencv  Program 

General  Fund 

State  Spec 

Fed  Spec 

Grand  Total 

Total  % 

01  Supreme  Court  Operations 

$      8,588,874 

$       300,000 

$       384,820 

$       9,273,694 

12% 

02  Boards  And  Commissions 

482,318 

50,000 

- 

532,318 

1% 

03  Law  Library 

1,632,201 

- 

- 

1,632,201 

2% 

04  District  Court  Operations 

59,227,806 

949,672 

1,000,000 

61,177,478 

82% 

05  Water  Courts  Supervision 

- 

1,533,510 

- 

1.533,510 

2% 

06  Clerk  Of  Court 
Grand  Total 

762,944 
$70,694,143 

. 

- 

762,944 
$      74,912,145 

0 
100% 

$2,833,182 

$1,384,820 

The  general  fund  supports  Supreme  Court  operations,  the  activities  of  the  boards  and  commissions,  the  State  Law 
Library,  the  District  Court  operations,  and  the  Cleric  of  the  Supreme  Court. 
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Judiciary SUMMARY 

State  special  funds  include: 

A  $10.00  surcharge  on  certain  case  filings  in  courts  of  original  jurisdiction,  used  to  support  information 

technology  in  Montana  courts  during  the  2005  biennium.  This  surcharge  ends  on  June  30,  2005. 

A  $9.00  filing  fee  for  divorce  cases,  expected  to  provided  $150,000  per  year,  is  used  to  pay  for  the  defense  of 

indigent  victims  of  domestic  violence. 

Funds  from  the  counties  that  are  used  to  pay  for  employee  leave  liabilities  that  came  from  the  assumption  of  the 

District  Court  operations. 

Funds  collected  by  youth  courts  for  the  cost  of  treatment,  counseling,  and  other  support  for  community  programs 

for  youth  and  juvenile  offenders  involved  in  youth  courts. 

Fees  imposed  by  the  Courts  of  Limited  Jurisdiction  that  are  used  for  training  judges.  There  is  also  funding  from 

attorney  investigation  repayments. 

Funds  from  the  Resource  Indemnity  and  Ground  Water  Assessment  (RIGWA)  Tax  and  interest  from  the 

Resource  Indemnity  Trust  (RJT)  to  fund  the  Water  Court's  operations. 

Federal  funds  support  2.0  FTE  to  manage  federal  grants  to  support  the  court  assessment  program.  Other  federal  funds 
support  the  court-appointed  special  advocate  program. 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Law 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 

Fiscal  04-05 

Exec.  Budget 

Fiscal  06-07 

FTE 

355.68 

6.45 

362.13 

355.68 

6.45 

362.13 

374.68 

362.13 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

21,558,539 

13,680,652 

320,980 

0 

263,617 

2,517,055 

0 

0 

21,822,156 

16,197,707 

320,980 

0 

20,875,246 

14,030,700 

329,635 

0 

263,328 

1,072,393 

0 

0 

21,138,574 

15,103,093 

329,635 

0 

42,550,307 

20,629,478 

632,981 

1,015,907 

42,960,730 

31,300,800 

650,615 

0 

Total  Costs 

$35,560,171 

$2,780,672 

$38,340,843 

$35,235,581 

$1,335,721 

$36,571,302 

$64,828,673 

$74,912,145 

General  Fund 
State/Other  Special 
Federal  Special 

33,129,361 

1,738,300 

692,510 

2,780,672 
0 
0 

35,910,033 

1,738,300 

692,510 

33,448,389 

1,094,882 

692,310 

1,335,721 
0 
0 

34,784,110 

1,094,882 

692,310 

58,541,313 

5,942,049 

345,311 

70,694,143 
2,833,182 
1,384,820 

Total  Funds 

$35,560,171 

$2,780,672 

$38,340,843 

$35,235,581 

$1,335,721 

$36,571,302 

$64,828,673 

$74,912,145 

Supplemental  Appropriations 

The  Judiciary  is  requesting  a  supplemental  appropriation  in  the  amount  of  $6.8  million,  which  is  comprised  of:  1)  $5.8 
million  for  the  district  court  assumption  program;  and  2)  $1.0  million  for  "unfit  to  proceed"  costs.  The  reasons  for  each 
request  are  as  follows: 

The  District  Court  Assumption  Program 

The  Judiciary  expects  to  be  short  $5.8  million  during  the  2005  biennium  for  expenditures  within  the  district  court 

assumption  program.  Because  the  conditions  causing  this  supplemental  are  anticipated  to  continue  into  the  2007 

biennium,  the  costs  are  carried  forward  in  the  executive  budget.  Therefore,  this  discussion  serves  as  a  discussion  of  the 

2007  biennium  executive  budget  for  the  District  Court  Operations  Program  as  well. 

Background 

This  program  was  established  as  a  result  of  SB  176,  passed  by  the  Fifty-seventh  Legislature.  This  legislation  mandated 
that  the  state  fund  Montana's  district  courts  with  appropriations  from  the  general  fund  beginning  July  1 ,  2002.  This  bill 
made  all  district  courts  in  the  state  part  of  the  Judicial  Branch  of  state  government.  At  that  date,  the  Judiciary  assumed 
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responsibility  for  oversight  and  administration  of  22  judicial  districts  with  approximately  245  FTE.  Montana's  counties 
previously  funded  these  costs  and  were  partially  reimbursed  by  the  state  through  a  reimbursement  program.  District  court 
assumption  did  not  include  the  costs  of  the  clerks  of  court  and  their  related  employee  expenses. 
2005  Biennium  Expenditures 

The  FY  2004  budget  for  the  district  court  assumption  program  was  $18.4  million.  This  budget  was  segregated  into  fixed 
and  variable  cost  components.  Fixed  costs  include  the  salaries  of  the  245  FTE  and  related  operating  costs.  Variable  costs 
include:  1 )  public  defender  costs  for  indigent  defense;  2)  costs  for  court  appointed  special  advocates  and  Guardian  ad 
Litems  (CASA/GAL);  and  3)  other  costs  such  as  court  reporter  expenditures,  jury  fees,  travel,  and  witness  costs. 

During  FY  2004  the  fixed  cost  budget  was  $1 1 .8  million  and  the  variable  cost  budget  was  $6.6  million.  The  variable  cost 
area  is  where  the  supplemental  request  falls,  because  actual  expenditures  for  FY  2004  were  $10.2  million,  which  is  $3.6 
million  greater  than  the  $6.6  million  budget.  However,  this  variance  was  offset  in  part  by  a  2003  biennium  reversion  of 
$1.0  million  that  was  authorized  to  be  carried  forward,  and  savings  of  $0.4  million  in  the  fixed  cost  area.  The 
expenditures  for  variable  costs  for  FY  2005  are  expected  to  be  similar.  However,  there  will  be  no  reversion  amount 
available  for  offset. 


District  Court 

Figure  2 
Judicial  Branch 
Assumption  2005  Biennium  Supplemental 

FY 

2004 

FY 

2005 

2005 
Biennium 

Variable  Costs 
Reversion 
Fixed  Cost  Savings 
Total  Supplemental 

$3,600,000 

(1,000,000) 

(400,000) 

$2,200,000 

$3,600,000 
0 
0 

$3,600,000 

$7,200,000 

(1,000,000) 

(400,000) 

$5,800,000 

Components  of  Variable  Costs 

Public  defender  costs  are  the  most  significant  part  of  the  variable  costs,  representing  about  $8.5  million  or  83  percent  of 
the  total  $10.2  million  expended  during  FY  2004.  These  costs  are  comprised  of  certain  payments  to  county  managed 
public  defender  offices,  payments  made  to  private  attorneys  for  public  defender  services,  medical  evaluations  for 
individuals  accused  of  a  crime,  transcript  fees,  private  investigator  services,  and  juror  and  witness  fees.  CASA/GAL 
costs  represent  about  10  percent  of  the  total  costs,  while  other  costs  comprise  the  remaining  7  percent. 

There  are  likely  a  number  of  reasons  causing  the  budget  variances  in  this  program.  However,  the  Legislative  Fiscal 
Division  was  not  able  to  analyze  information  to  precisely  identify  why  the  variances  exist  or  where  they  are  being 
created,  because  budgets  in  the  Judiciary  are  not  set  up  to  allow  for  this  type  of  analysis.  However,  analysis  does  show 
the  following: 

1.  Approximately  25.0  percent,  or  $0.9  million,  of  the  $3.6  million  variance  in  the  variable  budget  is  because  the 
budget  for  FY  2004  was  $0.9  million  less  than  it  was  for  FY  2003.  The  total  budget  for  the  district  court 
assumption  program  of  $18.4  million  was  the  same  in  FY  2003  and  FY  2004.  However,  the  fixed  budget  was 
increased  by  $0.9  million  or  8.3  percent  between  FY  2003  and  FY  2004,  which  left  less  of  a  budget  to  allocate  to 
the  variable  budget.  The  variable  budget  began  FY  2004  with  $0.9  million  less  than  it  had  in  FY  2003.  The  fixed 
budget  is  manifested  into  the  2007  biennium,  with  adjustments  for  statewide  present  law. 

2.  Fees  paid  to  court  appointed  attorneys  to  provide  public  defender  services  were  set  at  a  maximum  rate  of  $60.00 
per  hour.  It  appears  that  a  significant  number  of  attorneys'  fees  migrated  to  this  maximum  rate.  The  Judiciary 
had  reportedly  paid  182  different  attorneys  for  public  defender  services  during  FY  2004. 

3.  Total  caseload  and  the  caseload  for  criminal  cases,  the  most  costly,  increased  year  after  year.  Total  caseload 
increased  from  32,918  in  FY  2002  to  35,053  in  FY  2003  and  to  36,805  in  FY  2004.  Criminal  caseload  increased 
from  7,049  in  FY  2002  to  7,456  in  FY  2003  and  7,907  in  FY  2004.  Based  on  an  average  cost  per  case  of  $214, 
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developed  using  FY  2003  information,  this  increase  explains  about  $0.4  million  or  1 1.1  percent  of  the  variance 
in  the  variable  budget.  Information  on  caseload  statistics  indicated  that  total  caseload  and  criminal  caseload 
appear  to  be  growing  at  approximately  6  percent  per  year. 


1.11) 
ISSUE 


Budget  reporting  by  the  Judiciary  does  not  allow  for  an  easy  identification  of  the  reasons  for  variances,  as 
variable  costs  are  not  budgeted  at  the  Judicial  District  level.  The  individuals  that  manage  these  districts 
have  limited  knowledge  of  the  level  of  spending  that  is  taking  place  within  their  jurisdiction.  They  can 
create  expenditures;  however,  they  do  not  have  a  budget  to  guide  the  level  of  expenditure.  Budget  reporting  is  also  not  at 
a  level  to  easily  identify  variances  for  expenditures  related  to  public  defense,  CASA/GAL,  or  other  costs. 

The  legislature  may  wish  to  request  that  the  Judiciary  allocate  the  budget  to  a  level  that  would  allow  for  the  management 
of  cost  and  easy  identification  of  variances. 


"Unfit  to  Proceed"  Costs 

The  Judiciary  requests  $1.0  million  in  a  supplemental  request  to  pay  for  forensic  psychiatric  evaluations.  These 
evaluations  are  necessary  when  a  defendant  is  committed  to  the  Montana  State  Hospital  at  Warm  Springs  under  a  district 
court  order  to  determine  the  fitness  of  that  individual  to  proceed  in  a  criminal  case  against  that  individual.  During  FY 
2004  the  Department  of  Public  Health  and  Human  Services  (DPHHS)  discovered  that  they  had  not  been  billing  the 
Judiciary  for  these  evaluations.  DPHHS  has  decided  to  begin  billing  the  Judiciary  beginning  in  FY  2005  and  thereafter. 
The  $1 .0  million  cost  estimate  is  an  approximation  of  the  actual  amount  that  DPHHS  would  have  billed  the  Judiciary  for 
this  service  during  FY  2004.  There  is  no  net  impact  to  the  general  fund,  as  all  assessments  collected  by  DPPHS  from  the 
Judiciary  will  be  deposited  to  the  general  fund.  As  stated,  all  supplemental  costs  are  carried  forward  by  the  executive  in 
the  2007  biennium. 


New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 
of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  1  -  Min.  Standards  -  Judicial  Support  Staff 

04                 4.95             198,276 

DP  2  -  Appellate  Mediator 

01                  1.50            112,396 

DP  4  -  Workload  Assessment  Study  -  OTO 

01                  0.00              75,000 

DP  5  -  Purchase  Software  Licenses  -  OTO 

0 
0 
0 

0 
0 
0 

198,276 
1 12,396 

75,000 

4.95 
1.50 
0.00 

179,958 

105,763 

0 

0 
0 
0 

0 
0 
0 

179,958 

105,763 

0 

01                  0.00          1,345,000 
DP  10  -  Judicial  Education  -  Rest.  Biennial 

0 

0 

1,345,000 

0.00 

0 

0 

0 

0 

04                  0.00               50,000 
DP  45 1 5  -  Unfit  to  Proceed  Costs 

0 

0 

50,000 

0.00 

50,000 

0 

0 

50,000 

04                  0.00           1,000,000 

0 

0 

1,000,000 

0.00 

1,000,000 

0 

0 

1,000,000 

Total                  6.45        $2,780,672 

SO 

$0 

$2,780,672 

6.45 

$1335,721 

$0 

$0 

$1J35,721 
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Elected  Official:  New  Proposals 

Section  17-7-123,  MCA,  states  that  the  Judicial  Branch  budget  proposals  must  be  included  in  the  budget  submitted  by 
the  Governor,  but  expenditures  above  the  current  base  budget  need  not  be  part  of  the  balanced  financial  plan.  These  new 
proposals  are  in  addition  to  those  listed  in  the  table  above  and  are  items  not  included  in  the  executive  budget. 

Pro  Se  Law  Clerk  -  The  Judiciary  is  requesting  $101,972  general  fund  and  1 .0  FTE  for  the  biennium  for  a  pro  se  law 
clerk.  The  request  is  for  $52,646  in  FY  2006  and  $49,326  in  FY  2007.  A  "pro  se"  petitioner  is  a  person  that  chooses  to 
represent  himself  in  a  legal  matter.  Currently  the  Supreme  Court  justices  review  these  cases.  The  hiring  of  this  FTE 
would  reduce  the  workload  of  the  Supreme  Court's  justices. 

Information  Technology  -  The  Judiciary  is  requesting  $4,807,258  in  general  fund  and  17.0  FTE  for  the  biennium  to 
provide  information  technology  services  to  the  Supreme  Court,  all  district  courts,  and  all  courts  of  limited  jurisdiction  in 
the  state.  This  request  is  $2,234,259  for  FY  2006  and  $2,572,999  for  FY  2007.  This  funding  request  is  comprised  of: 

1 .  Personal  service  costs  -  $860,000  per  year  for  17.0  FTE  to  support  court  information  technology.  The  FTE  are  as 
follows: 

•  Application  Developers  (3.0  FTE) 

•  Network  Support  Specialists  (6.0  FTE) 

•  Business  Analysts/Trainers  (6.0  FTE) 

•  User  Support/Help  Desk  (1.0  FTE) 

•  Database  Administrator  (1.0  FTE) 

2.  Desktop  network  service  rate  -  $585,446  per  year  to  cover  the  Department  of  Administration's  desktop  network 
services  rate  for  672  end-user  devices.  The  fee  provides  network  connectivity  and  office  productivity  software 
for  the  entire  Judicial  Branch. 

3.  Maintenance  -  $443,000  per  year  to  maintain  computers  and  computer  peripherals  on  a  4-year  replacement 
schedule. 

4.  Case  management  system  maintenance  -  $1 60,920  in  FY  2006  and  $499,660  in  FY  2007  for  maintenance. 

Pay  Equalization  -  The  Judiciary  requests  $451,300  in  general  fund  over  the  biennium  to  address  certain  pay  equity 
problems  that  arose  when  the  branch  combined  county  and  state  employees  as  a  result  of  the  district  court  assumption. 
In  FY  2002,  when  the  state  assumed  district  court  employees  they  were  placed  on  the  newly  developed  Judicial  Branch 
pay  plan.  This  request  is  for  $1 55,000  in  FY  2006  and  $296,300  in  FY  2007.  Figure  3  provides  a  breakout  of  these  costs. 
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Figure  3 

Judiciary 

District  Court  Operations  -  Program  4 

Pay  Equalization  Plan 


Positions  to  be  equalized 


Judicial  Administrative  Assistants  (Note  1) 
First  Year  Law  Clerks  (Note  2) 
Senior  Law  Clerks  (Note  3) 
Juvenile  Probation  Officers  (Note  4) 
Chief  Probation  Officers  (Note  5) 
Other  Unidentified  (Note  6) 
Totals 


FY  2006 

FY  2007 

Number  of  FTE 

Requested 

Requested 

25.0 

$45,000 

$45,000 

15.0 

55,000 

55,000 

15.0 

55,000 

55,000 

30.0 

0 

85,800 

7.0 

0 

45,500 

10.0 

0 

10,000 

$155,000 

$296,300 

Notes: 

1. 

2. 

3. 

4 

5. 

6 


Reclassify  positions  from  grade  12  to  grade  13. 

Current  annual  pay  level  ranges  from  $30,000  to  $36,670.  This  moves  pay  level  to  $35,000. 

Clerks  employed  with  the  Supreme  Court  and  the  District  Courts. 

Juvenile  Probation  Officers  with  at  least  three  years  of  experience. 

Chief  Juvenile  Probation  Officers  (grades  19  and  21)  with  10  years  of  experience. 

Unidentified  positions. 


Minirnum  Standards  -  Judicial  Support  Staff-  The  Judiciary  requests  $223,822  in  general  fund  for  the  biennium  to  hire 
4.0  FTE  to  be  distributed  amongst  various  judicial  districts.  This  request  is  for  $1 1 1,974  in  FY  2006  and  $1 1 1,848  in  FY 
2007. 

Judicial  Education  -  The  Judiciary  is  requesting  $230,000  during  the  biennium  for  judicial  education.  This  request  is  for 
$1 1 5,000  in  FY  2006  and  $1 1 5,000  in  FY  2007.  This  proposal  provides  funding  for: 

1)  Training  and  travel  for  one  out  of  state  conference  per  year  for  each  of  the  Justices,  the  District  Court 
Judges,  the  Water  Court  Judge  and  the  Workers  Compensation  Judge 

2)  Training  and  travel  for  two  new  judges  to  attend  the  General  Jurisdiction  Conference  at  the  National  Judicial 
College  in  Reno,  Nevada 

3)  National  Speakers  at  the  Montana  Judges  Association  and  the  Courts  of  Limited  Jurisdiction  Conferences. 

Fixed  Cost  Reduction  -  The  Judiciary  requests  $279,019  for  FY  2006  and  $279,019  for  FY  2007  for  fixed  cost  items 
removed  from  their  base. 

Agency  Issues 

The  following  are  four  overarching  issues  that  are  discussed  under  the  banner  of  the  agency  rather  than  individual 
programs. 

Infrastructure  and  Workload  of  the  Judiciary 

This  section  provides  an  overview  of  the  current  structure  and  workload  of  the  Judiciary,  The  Judiciary  has  undergone 
tremendous  change  in  the  last  three  years  due  to  the  assumption  of  the  district  courts.  In  addition,  costs  have  risen 
substantially,  and  have  the  potential  to  continue  to  grow  at  a  high  rate.  These  factors  raise  issues  as  to  whether  or  not  the 
current  infrastructure  of  the  court  system  is  of  an  optimal  design  to  address  the  current  and  projected  workload. 

There  are  two  basic  ways  the  legislature  can  influence  costs  of  the  Judiciary: 

1 .  Its  infrastructure  and  the  means  of  the  provision  of  services;  and 

2.  Caseload. 

This  issue  addresses  both  means  of  change,  and  offers  an  option  for  the  legislature  to  ensure  optimal  design  of  the 
Judiciary. 
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System  Overview 

The  Judiciary  has  a  Supreme  Court,  56  District  Courts  organized  into  22  judicial  districts,  a  water  court,  a  workers 
compensation  court,  various  treatment  courts,  various  youth  courts,  and  152  Courts  of  Limited  Jurisdiction.  Courts  of 
Limited  Jurisdiction  are  further  comprised  of  66  justice  courts,  81  city  courts,  and  5  municipal  courts. 

Although  the  Supreme  Court  oversees  the  activities  of  all  courts,  only  the  Supreme  Court,  the  District  Courts,  and  the 
drug  and  water  courts  are  predominantly  funded  with  general  fund  or  state  special  funds.  The  state's  counties  and  cities 
fund  the  courts  of  limited  jurisdiction. 

Infrastructure 

Infrastructure  costs  are  primarily  fixed  costs  that  are  incurred  in  the  delivery  of  the  Judiciary's  services  to  its  customers. 
These  costs  are  comprised  of  the  cost  of  personal  services  and  certain  operating  costs.  Personal  services  costs  are 
comprised  of  the  pay  and  benefits  forjudges,  law  clerks,  probation  officers,  administrative  assistants,  and  court  reporters. 
Operating  costs  are  those  that  support  the  individuals  working  in  the  court  system  and  include  communication  costs,  rent 
and  utilities,  and  office  supplies.  Although  these  costs  are  fixed  in  the  near  term,  increases  in  caseload  can  create  an 
increase  in  workload  that,  in  turn,  can  push  the  system  to  expand.  Also,  the  demand  for  labor  can  push  up  the  cost  of 
personal  services. 

The  current  infrastructure  of  the  court  system  is  highly  labor  intensive.  Please  refer  to  Figure  4  that  illustrates  the  level  of 
personal  services  and  FTE  by  program.  Fixed  costs  are  best  controlled  when  the  organization  can  create  economies  of 
scale  by  sharing  its  resources  to  serve  all  of  the  Judiciary's  functions.  Sharing  resources  can  provide  an  optimal  cost 
structure  as  opposed  to  creating  many  self-supporting  operations.  One  question  that  the  legislature  may  ask  the  Judiciary 
is  how  can  this  Branch  of  government  combine  its  workforce  to  create  economies  of  scale? 


Figure  4 

Judicial  Branch 

Personal  Service  Cost  and  FTE  by  Program  foi 

FY  2004 

Personal  Service 

Percentage 

Number 

Percentage 

Program  Description 

Costs 

of  Total 

of  FTE 

of  Total 

Supremen  Court  Operations 

$3,088,183 

14.9% 

52.0 

13.9% 

Boards  and  Commissions 

79,543 

0.4% 

3.0 

0.8% 

Law  Library 

333,852 

1.6% 

7.5 

2.0% 

District  Court  Operation 

16,262,315 

78.7% 

295.7 

78.9% 

Water  Court  Supervision 

568,454 

2.8% 

11.0 

2.9% 

Clerk  of  Court 

335,164 

1.6% 

5.5 

1.5% 

Total 

$20,667,511 

100.0% 

374.7 

100.0% 

Figure  5  provides  the  type  of  positions  that  comprise  the  personal  service  costs  and  FTE  within  the  Judiciary  during  FY 
2004.  This  figure  shows  that  costs  for  District  Court  judges  comprised  24.93  percent  of  the  total  cost,  with  costs  for 
probation  officers  comprising  20.46  percent.  Probation  officers  comprise  the  greatest  percentage  of  FTE  at  24.50  percent. 
You  can  see  by  this  figure  that  this  system  has  many  law  clerks,  court  reporters  and  administrative  support  staff.  Can  the 
Judiciary  pool  this  resource  into  a  cost  effective  support  system?  Can  the  Judiciary  develop  a  pool  of  resources  to 
accomplish  certain  functions  like  it  does  with  information  technology  staff  to  create  economic  efficiencies? 
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Figure  5 

Judicial  Branch 

Personal  Service  Costs  and  FTE  by  Position  Type  For  FY  2004 

Personal  Service 

Percent 

Number 

Percent 

Position  Type                                                                                                 Costs 

of  Total 

of  FTE 

of  Total 

District  Court  Judge                                                                                        to,  iiz.no 

24.93% 

42.00 

11.21% 

Probation  Officers                                                                                                  4,228,254 

20.46% 

91.80 

24.50% 

District  Court  Admin.  Assistant                                                                              2,5  56,3 1 2 

12.37% 

75.58 

20.17% 

Court  Reporter                                                                                                        1,772,845 

8.58% 

38.30 

10.22% 

District  Court  Law  Clerks                                                                                        1 ,465,29 1 

7.09% 

31.75 

8.47% 

Chief  Justice  and  Justices                                                                                           938,355 

4.54% 

7.00 

1.87% 

Supreme  Court  Law  Clerk                                                                                    805,106 

3.90% 

16.00 

4.27% 

Information  Technology  at  the  OCA                                                                          739,486 

3.58% 

15.00 

4.00% 

Supreme  Court  Other                                                                                           397,932 

1.93% 

6.00 

1.60% 

Court  Services  at  the  OCA                                                                                    388,608 

1.88% 

7.50 

2.00% 

Budget/Finance  at  the  Office  of  the  Court  Administrator  (OAC)                               342,739 

1.66% 

8.00 

2.14% 

Clerk  of  Court's  Office  ( 1  Clerk  and  4.5  employees)                                                335,295 

1.62% 

5.50 

1.47% 

Law  Library  ( 1  librarian  and  6.5  employees)                                                           333,473 

1.61% 

7.50 

2.00% 

Water  Master                                                                                                      320,842 

1.55% 

6.00 

1.60% 

Family  Court  employees                                                                                       205 , 1 03 

0.99% 

4.50 

1.20% 

Standing  Master                                                                                                         171,449 

0.83% 

2.00 

0.53% 

Court  Administrator                                                                                                   150,547 

0.73% 

2.25 

0.60% 

Water  Court  Judge                                                                                                     1 24,0 1 9 

0.60% 

1.00 

0.27% 

Water  Court  Other                                                                                               1 23,934 

0.60% 

4.00 

1.07% 

Boards  &  Commissions  Admin.  Assistants                                                                   88,916 

0.43% 

3.00 

0.80% 

Unidentified                                                                                                                26,887 
Total                                                                                                                $20,667,511 

0.13% 
100.00% 

- 

0.00% 
100.00% 

374.68 

Caseload  -  Supreme  Court  and  District  Court 

The  Supreme  Court  hears  both  appeals  from  district  court  cases  and  cases  of  original  jurisdiction.  The  court  also  has  a 
supervisory  function  for  all  other  Montana  courts  and  oversees  the  state's  entire  legal  system.  Figure  6  below  illustrates 
the  new  case  filings  and  dispositions  by  year. 


Figure 

6 

Judicial  Branch 

Supreme  Court  Caseload  Statistics 

Source:  Annual  Reports  - 

Montana 

Judiciary 

Description 

2001 

2002 

2003 

Beginning  Balance 

577 

538 

543 

New  Civil  Filings 

429 

472 

684 

New  Criminal  Filings 

480 

326 

176 

Total  New  Filing 

909 

798 

860 

Dispositions 

948 

793 

878 

Cany  Over  Cases 

538 

543 

525 

District  court  cases  are  classified  as  being  either  criminal  or  civil.  Criminal  cases  are  often  the  most  costly  cases  because 
they  statistically  involve  individuals  that  are  determined  to  be  indigent  and  are  therefore  provided  a  public  defender, 
whose  services  are  paid  for  by  the  court.  Figure  7  illustrates  the  new  case  filings  and  dispositions  by  year. 
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New  case  filings  have  grown  by  4,013  cases  or  12.0  percent 
between  calendar  2002  and  calendar  2003.  Dispositions  have  grown 
by  2,833  cases  or  9.7  percent  between  calendar  2002  and  calendar 
2003.  Carryover  caseload  has  grown  by  69.7  percent  between 
calendar  2002  and  calendar  2003.  Criminal  case  filings  have  grown 
by  986  cases  or  14.0  percent  between  calendar  2002  and  calendar 
2003. 


Figure  7 

Judicial  Branch 

District  Court  Caseload  Statistics 

Source:  Annual  Reports  -  Montana  Judiciary 

Description 

2001 

2002 

2003 

Beginning  Balance 

N/A 

3,515 

7,703 

New  Civil  Filings 

26.331 

26,397 

29,424 

New  Criminal  Filings 

7,215 

7,046 

8,032 

Total  New  Filing 

33,546 

33,443 

37,456 

Dispositions 

30.031 

29.255 

32.088 

Carry  Over  Cases 

3,515 

7,703 

13,071 

Caseload  and  case  type  are  the  main  cost  drivers  in  the  variable  cost 

area.  Caseload  creates  workload.  For  example,  the  areas  of  the  state 

that    have   the   greatest    caseload   may   also    have   the   greatest 

workloads.  Examples  of  the  types  of  cases  that  the  Montana  courts 

handle  are  criminal,  civil,  adoption,  juvenile,  abuse  and  neglect, 

domestic  relations,  guardianship,  probate,  and  mentally  disabled. 

These  case  types  are  grouped  into  the  general  categories  of  civil  and  criminal.  Examples  of  variable  costs  created  by  the 

case  types  include  those  to  provide  public  defender  services,  evaluations  for  individuals  charged  of  a  crime,  private 

investigator  costs,  and  witness  fees  and  expenses.  These  costs  are  usually  only  incurred  on  a  case-by-case  basis. 

The  cost  of  a  case  can  vary  for  two  primary  reasons.  First,  costs  increase  as  the  length  of  time  to  try  the  case  increases 
and  secondly,  costs  increase  as  the  complexity  of  the  case  increases.  How  can  the  Judiciary  distribute  caseload  to  make 
the  most  efficient  use  of  its  infrastructure?  How  can  the  legislature  reduce  the  caseload  of  the  Judiciary?  (Caseload 
results  from  violations  of  the  laws  of  the  state  that  are  enacted  by  the  legislature.) 


Options  for  the  Legislature 


111) 
ISSUE 


The  legislature  may  wish  to  examine  the  current  infrastructure  and  caseload  of  the  Judiciary  to  determine  if  it 
is  the  most  cost  effective  structure  to  provide  justice  to  citizens  of  the  state  at  the  most  efficient  cost.  Currently,  judicial 
districts  (and  in  some  cases  individual  courts)  operate  as  stand-alone  entities.  The  issue,  therefore,  is  whether  the 
Judiciary  can  change  its  structure  to  operate  more  as  a  system  to  share  resources  and  workload,  thereby  achieving 
economies  of  scale  and  other  efficiencies. 

The  Governor  is  requesting  funds  for  a  work  assessment  study.   The  legislature  may  wish  to  participate  in  this  study 
during  the  interim. 

Option  A  -  Recommend  that  the  Judiciary  form  an  oversight  or  advisory  group  for  this  study  that  includes  legislators. 
Option  B  -  Request  that  the  Judiciary  provide  a  report  on  the  results  of  any  study  or  changes  made  to  the  appropriate 
interim  legislative  committee. 


Delivery  of  Services  and  Use  of  Video  Conferencing 

The  Supreme  Court  delivers  service  mostly  in  Helena,  although  at  times  it  does  conduct  cases  outside  of  Helena.  The 
district  courts  deliver  service  in  courtrooms  mostly  located  in  county  facilities.  The  56  county-based  district  courts  are 
segregated  into  22  judicial  districts.  Some  judicial  districts  have  only  one  county;  however,  most  have  more  than  one 
county.  Certain  judges  must  travel  among  various  counties  to  hold  trial  or  conduct  business. 

The  court  does  use  video  conferencing  where  available  and  allowable  to  conduct  certain  proceedings  (please  refer  to 
Figure  8).  Video  conferencing  helps  to  reduce  the  amount  of  travel  required  by  the  participant  of  a  court  proceeding. 
However,  this  technology  is  not  available  in  all  venues  and  in  certain  cases  the  participants  do  not  agree  to  participate  by 
video,  but  prefer  to  participate  in  person.  This  technology  also  has  an  initial  setup  cost,  ongoing  maintenance  costs,  and 
costs  to  access  the  lines  and  ports. 
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Figure  8 
Judicial  Branch 

Video  Sites  Available  to  the  Judiciary  and  Cost  of  Certain  Lines  and  Ports 

Circuit/Line 

VisioNet 

Location  of  Service 

Cost/Month 

Cost/Month 

Attorney  General  Offices  -  Helena 

N/A 

N/A 

Big  Horn  County  Courthouse 

$1,075 

$140 

Beaverhead  County  Courthouse 

633 

140 

Cascade  County  Courthouse 

358 

140 

Cascade  Juvenile  Detention  Center 

358 

140 

Custer  County  Courthouse 

524 

140 

Dawson  County  Courthouse 

493 

140 

Deer  Lodge  County  Courthouse 

633 

140 

Fergus  County  Courthouse 

1,035 

140 

Flathead  County  Courthouse 

260 

140 

Forensic  Science  Division  -  Department  of  Justice 

NA 

NA 

Gallatin  County  Courthouse 

493 

140 

Glacier  County  Courthouse 

570 

140 

Hill  County  Courthouse 

437 

140 

Lewis  &  Clark  County  Courthouse 

265 

140 

Meagher  County  Courthouse 

451 

140 

Missoula  County  Courthouse 

265 

140 

Musselshell  County  Courthouse 

750 

140 

Phillips  County  Courthouse 

483 

140 

Powell  County  Courthouse 

633 

140 

Richland  County  Courthouse 

1,098 

140 

Roosevelt  County  Courthouse 

904 

140 

Rosebud  County  Courthouse 

291 

140 

Youth  Detention  -  Galen 

N/A 

N/A 

Silverbow  Courthouse 

650 

140 

Stillwater  Courthouse 

814 

140 

Office  of  the  Supreme  Court  Administrator 

-  Helena  on  Sanders  Street 

73 

140 

Office  of  the  Supreme  Court  Administrator 

-  Helena  on  Park  Street 

73 

140 

Toole  County  Courthouse 

594 

140 

Valley  County  Courthouse 

272 

140 

Warm  Springs  State  Hospital 

N/A 

N/A 

Yellowstone  County  Courthouse 

218 

140 

Billings  Detention  Facility 

0 

140 

University  of  Montana  Law  School 

N/A 

N/A 

1.11) 
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Options  for  the  Legislature 


The  legislature  may  wish  to  request  that  the  Judiciary  study  the  costs  and  benefits  of  the  video  system  and 
provide  a  report  to  the  appropriate  interim  legislative  committee  as  to  the  effectiveness  of  this  system  and  how  it  might 
be  expanded. 
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Information  Technology  -  Case  Management  Systems 

The  purpose  of  this  section  is  to  inform  the  reader  as  to  the  case  management  systems  and  related  technology  currently 
employed  by  the  various  parts  of  the  Judiciary.  It  also  provides  some  insight  as  to  the  Judiciary's  plans  for  future 
technology  implementations  and  the  cost  of  those  implementations.  Finally,  it  offers  the  legislature  options  as  to  how  the 
Judiciary  should  deploy  information  technology  to  support  the  Judiciary's  efforts  in  the  most  cost  efficient  way. 

Montana's  courts  and  judicial  offices  use  varying  levels  of  information  technology  to  meet  their  case  management  needs. 
The  Supreme  Court,  the  Water  Court,  and  Montana's  youth  courts  do  not  have  automated  case  management  systems. 
The  district  courts  use  a  case  management  system  that  was  developed  and  deployed  by  in-house  technical  staff  from  the 
Office  of  the  Supreme  Court  Administrator  (OCA)  during  the  early  1990's.  Approximately  one-half  of  the  courts  of 
limited  jurisdiction  use  a  case  management  system  called  FullCourt,  which  began  being  installed  in  2001 .  The  remaining 
courts  of  limited  jurisdiction  use  an  older  case  management  system  provided  by  local  government  or  by  the  OCA.  The 
OCA  is  responsible  for  the  installation  and  ongoing  administration  of  the  case  management  systems  that  are  used  by  the 
courts  of  limited  jurisdiction. 

Figure  9  below  shows  the  systems  currently  used  by  the  various  courts  and  the  age  of  the  technology.  As  you  can  see  the 
Judiciary's  use  of  information  technology  is  somewhat  disjointed  due  to  the  fact  that  the  courts  do  not  use  similar 
systems,  if  a  system  is  available  at  all. 


Figure  9 

Judicial  Branch 

Information  Technology  -  Case  Management  Systems 

Case  Management  System 

Type  of                                         Primary  User 

Age  of 

Number  of 

System                                            of  System 

System 

I  st-rs 

Judicial  Case  Management  System 

Custom  Application                           District  Court 

12 

56 

Court  of  Limited  Jurisdiction  System 

Custom  Application                          Court  of  Limited  Jurisdiction 

10 

34 

FullCourt 

Purchased                                         Court  of  Limited  Jurisdiction 

3 

90 

Other 

Purchased/Custom  Application          Court  of  Limited  Jurisdiction 

Varies 

3 

According  to  the  Judiciary,  a  case  management  system  is  the  core  computer  application  used  by  courts  to  manage  cases 
and  workload.  Case  management  systems  typically  include  programs  to  track  case  events  and  actions;  to  account  for 
fines,  forfeitures,  and  fees  received  and  disbursed;  and  to  select  and  manage  juries  and  panels.  These  systems  often 
include  a  document  management  subsystem  and  calendaring  program  that  help  the  court  operate  in  an  efficient  manner. 

The  court  Information  Technology  Department  (ITD)  is  in  the  process  of  updating  systems  in  the  district  courts  and  the 
courts  of  limited  jurisdiction.  The  district  courts  are  receiving  a  system  enhancement  to  the  judicial  case  management 
system.  This  upgrade  provides  a  Windows  style  graphical  user  interface.  ITD's  goal  is  to  deploy  FullCourt  in  all  courts 
of  limited  jurisdiction  that  handle  more  than  700  cases  per  year  by  July  2005.  No  District  Courts  have  the  FullCourt 
application.  The  Governor  is  recommending  general  fund  of  $1.3  million  to  purchase  licenses  to  assist  in  this  process. 

In  March  of  2003  the  Judiciary  adopted  a  strategic  plan  to  guide  the  management  of  their  information  technology.  This 
plan  describes  the  minimum  level  of  technology  that  every  judicial  officer  and  employee  in  the  branch  should  have  at  his 
or  her  disposal.  This  includes:  1)  computer  equipment  that  is  no  more  than  4  years  old;  2)  access  to  basic  office 
productivity  software  (word  processing,  e-mail,  virus  scanning  software,  etc.);  3)  network  connectivity  so  the  court  may 
communicate  information  electronically  with  other  judicial  offices  and  other  governmental  entities;  4)  a  case 
management  system  that  meets  the  needs  of  the  court;  and  5)  confidence  that  information  is  protected  from  unauthorized 
use  and  data  loss. 
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Current  Funding  of  IT 

During  the  2005  biennium,  the  court's  information  technology  program  was  funded  as  per  3-1-317,  MCA  with  a  $10 

user  surcharge.  This  surcharge  was  levied  on  defendants  in  criminal  cases  and  on  the  initiating  party  in  civil  and  probate 

cases.  This  surcharge  terminates  on  June  30,  2005.  The  information  technology  program  was  appropriated  $1.8  million 

per  year.  However,  the  collection  of  the  fees  during  FY  2004  was  approximately  $1.4  million,  creating  a  funding 

shortage  of  $0.4  million.  The  Judiciary  halted  certain  efforts  and  cut  expenditures  in  the  information  technology  program 

to  address  the  funding  shortfall. 

2007  Biennium 

Funding  for  IT  in  the  Judiciary  is  divided  into  two  parts  in  the  2007  biennium: 

1.  The  Governor  is  requesting  $1.3  million  general  fund  for  licenses  to  install  case  management  systems  in  courts  of 
limited  jurisdiction  and  district  courts.  The  Governor  has  not  requested  that  the  surcharge  be  continued,  nor  proposed 
replacing  the  funding. 

2.  The  Judiciary  has  not  requested  that  the  surcharge  be  renewed  in  the  2007  biennium,  but  has  requested  that  the  court 
information  technology  program  be  funded  with  $4.8  million  of  general  fund.  (Please  refer  to  the  information 
technology  budget  request  in  the  Elected  Official  Budget  Request  section  of  this  budget  analysis.)  This  request 
compares  to  $3.6  million  anticipated  in  the  2005  biennium,  and  the  less  than  $3.0  million  that  is  anticipated  to  be 
actually  collected. 
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There  are  at  least  two  major  problems  with  the  Judiciary's  current  information  technology  plan.  First,  courts  do  not  use 
similar  systems  and  second,  the  systems  that  are  used  are  not  administered  from  a  central  database.  Systems  that  do  not 
have  a  central  database  cannot  be  updated  from  the  central  source,  nor  can  information  be  accessed  from  a  central  source. 
ITD  must  visit  all  56  District  Court  sites  and  1 82  courts  of  limited  jurisdiction  sites  to  make  upgrades  to  their  systems. 
Also,  requests  for  information  on  the  courts  case  activities  must  be  accessed  from  each  individual  site.  These  systems  are 
not  able  to  communicate  with  each  other  or  with  other  court  levels.  In  other  words,  each  court  has  its  own  system  that 
operates  independently  from  any  other  court's  system.  The  ITD  manages  at  least  238  independent  systems. 

As  a  further  consequence,  current  case  management  technology  does  not  allow  a  judge  to  access  the  case  management 
system  from  outside  of  that  county.  Therefore,  a  judge  that  manages  more  than  one  county's  court  activities,  must  either 
travel  to  that  county  or  have  case  information  faxed  or  mailed  to  their  home  office. 

The  Governor  and  the  Judiciary  both  propose  continuing  with  the  deployment  of  the  current  information  technology  plan. 
The  plan  will  not  fit  current  technology  to  a  reengineered  branch,  but  instead  continue  to  purchase  and  install  the  same 
technology  that  has  serious  short  comings.  Therefore,  they  are  proposing  to  continue  and  expand  funding  of  a  system 
that: 

•  May  not  be  optimal  for  the  needs  of  the  Judiciary  because  it  has  not  gone  through  a  re-engineering  process 

•  Lacks  a  centralized  database  and  administration 

Options  for  the  Legislature 

There  are  two  options  for  the  legislature  to  consider: 

1)    Is  the  current  information  technology  plan  that  is  being  deployed  by  the  court  providing  value  to  the  citizens  of  the 
state? 

•  Request  that  the  Judiciary  inform  the  legislature  of  what  funding  is  needed  to  maintain  current  operations,  but  use 
any  additional  funding  to  fund  the  otimal  information  technology  applied  to  a  reengineered  Judiciary,  and  report 
findings  to  the  appropriate  interim  committee. 

•  Ask  the  Judiciary  to  provide  updates  to  the  appropriate  interim  subcommittee  on  its  effort  to  update  information 
technology  in  the  branch. 
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2)    How  should  the  legislature  fund  the  information  technology  program? 

•  Fund  the  program  with  general  fund 

•  Fund  the  program  with  state  special  funds  by  extending  the  current  funding  mechanism  as  per  the 
surcharge  identified  in  3-1-317,  MCA,  and  adjust  this  surcharge  to  fund  the  level  approved  by  the 
legislature. 

•  Fund  part  of  the  information  technology  program  with  general  fund  and  part  with  the  surcharge.  For 
example,  fund  the  base  program  with  general  fund  and  any  new  installations  or  system  upgrades  with  the 
surcharge. 


District  Court  Assumption  and  the  Statewide  Public  Defender  System 
District  Court  Assumption 

The  57th  Legislature  approved  Senate  Bill  1 76,  which  mandated  state  funding  of  Montana  district  courts  with  general 
fund  revenue  beginning  July  1 ,  2002  that  was  previously  funded  by  the  counties.  On  that  date,  the  Judiciary  assumed  the 
responsibility  for  oversight  and  administration  of  22  judicial  districts  with  approximately  245  FTE.  The  bill  made 
district  courts  part  of  the  Judicial  Branch  of  state  government.  The  assumption  of  district  courts  did  not  inciude  the 
clerks  of  court  and  public  defenders,  although  costs  to  pay  for  indigent  defense  were  assumed  by  the  state.  Costs  of  the 
district  courts  statewide  assumption  are  divided  into  fixed  and  variable.  Variable  costs  include  juror  and  witness  fees  and 
expenses  and  indigent  defense  costs.  Indigent  defense  costs  comprise  over  80  percent  of  total  variable  costs. 

The  Supreme  Court's  assumption  of  the  district  courts  has  presented  some  challenges,  which  include  a  significant  cost 
overrun  resulting  in  a  supplemental  funding  request  for  FY  2005.  This  supplemental  is  primarily  due  to  expenditures  for 
public  defender  services  provided  by  appointed,  contracted  or  county-managed  public  defenders.  See  the  "Supplemental 
section"  in  this  narrative. 

There  is  also  proposed  legislation  to  provide  a  statewide  public  defender  system. 

Statewide  Public  Defender  System 

The  Law  and  Justice  Interim  Committee  voted  to  introduce  legislation  in  the  2005  legislative  session  to  provide  a 
statewide  public  defender  system,  which  could  have  a  significant  fiscal  impact  on  the  District  Court  Operations  Program. 
This  legislation,  LC  214,  is  partially  in  response  to  a  lawsuit  filed  in  district  court  by  the  ACLU  against  the  State  of 
Montana  and  Missoula  County.  The  ACLU  alleges  that  defendants  are  not  provided  public  defender  services  in  a  fair  and 
consistent  manner  among  jurisdictions.  The  ACLU  also  argues  that  the  current  system  creates  a  conflict  of  interest  when 
the  judge  appoints  a  public  defender  for  a  case  that  is  being  adjudicated  by  that  judge.  The  Attorney  General  and  the 
ACLU  signed  a  stipulation  placing  the  lawsuit  on  hold  until  May  2005,  pending  the  actions  of  the  legislature  and 
outcome  of  the  proposed  legislation.  If  this  legislation  were  passed,  current  projections  indicate  that  approximately  S8.2 
million  would  be  moved  from  the  District  Court  Assumption  Program  to  the  Chief  Public  Defender  Office  a'  the 
beginning  of  FY  2007.  This  office  would  oversee  the  statewide  public  defender  system  that  is  proposed  to  reside  within 
the  Department  of  Administration. 

The  system  proposed  in  LC  214  would  provide  public  defender  services  in  criminal  and  certain  civil  cases  for  any 
individual  who  is:  1)  determined  to  be  financially  unable  to  retain  private  counsel;  and  2)  accused  of  an  offense  that 
could  result  in  the  person's  loss  of  life  or  liberty  if  the  person  is  convicted.  The  proposed  system  would  provide  public 
defender  services  in  the  Supreme  Court  or  in  any  district  court,  justice  court,  or  city  or  municipal  court  in  the  state.  A 
Public  Defender  Commission,  comprised  of  seven  individuals  appointed  by  the  Governor,  would  head  the  statewide 
system.  The  commission  would  oversee  a  Chief  Public  Defender  Office  responsible  for  managing  regional  public 
defender  offices,  contracts  with  private  attorneys,  and  the  appellate  defender  function. 
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The  current  estimate  of  the  cost  of  the  public  defender  system  for  the 
2007  biennium  is  $14.1  million.  Figure  10  illustrates  the  level  of  new 
costs  that  mostly  relate  to  the  establishment  and  operation  of  a  Chief 
Public  Defender  Office  vs.  costs  that  are  currently  being  paid  for  by 
either  the  state  or  by  the  collective  counties  and  cities. 

Figure  11  illustrates  how  current  public  defender  services  are  funded. 
These  costs  include  payments  for  public  defender  services  provided  by 
seven  county-managed  public  defender  offices  through  the  state,  services 
provided  by  private  attorneys,  transcripts,  private  investigator  services, 
and  witness  fees  and  expenses.  The  amount  noted  in  the  table  as  state 
costs  are  those  costs  that  currently  reside  within  the  district  court 
assumption  program  under  the  operating  costs  area. 


Figure  10 
Estimated  Costs  of  the  Statewide  Public  Defender 
System  for  the  2007  Biennium 


Amount 


Percent 


Current  Costs* 

$10,604,998 

75% 

New  Costs" 

3,495,805 

25% 

2007  Biennium 

$14,100,803 

100% 

Fiscal  2006  (transition  year) 

$655,503 

Fiscal  2007  (first  full  year) 

13,455,300 

One-Time  (start-up)  costs 

548,731 

Ongoing  new  costs  (annual) 

2,947,074 

•Currently  paid  by  either  the  state,  city  or  county 
"Mostly  those  of  the  Chief  Public  Defender  Office 


Figure  1 1 

Public  Defender  Costs  Currently  Funded 

Entity 

Item                                                                Dollars 

Dollars 

Percent 

State 

Funds  certain  district  court  costs 

$8,153,295 

77% 

Counties 

Funds  certain  district  court  costs                       $674, 1 57 

Funds  justice  court  costs                                    1 ,040,000 

1,714,157 

16% 

Cities 

Funds  city  and  municipal  court  costs 

737,546 

7% 

Total  Costs  Currently  Funded 

$10,604,998 

100% 

FY  2006  would  be  a  year  of  transition,  whereby  the  commission  and  the  Chief  Public  Defender  would  undertake  a 
process  to  convert  the  current  system  of  services  provided  by  the  state  and  the  collective  counties  and  cities,  to  one  that 
provides  services  on  a  statewide  system.  Figure  12  illustrates  the  costs  for  the  system  under  a  biennium  without  a 
transition  period. 


Figure  12 

Estimated  Costs  of  the  Statewide  Public  Defender  System 

for  a  Biennium  Without  a  Transition  Period 

Dollars  in  Millions 


Item 


Amount 


Percent 


LC  214  proposes  that  the  cost  of  the  statewide  system  be 
shared  by  the  state  and  by  each  county  and  city.  The 
percentage  that  each  entity  currently  contributes  to  the  total 
cost  of  the  current  system  forms  the  cost  sharing  formula. 
Therefore,  the  cost  of  the  statewide  system  would  be 
allocated  as  follows:  1)  about  77  percent  to  the  state;  2) 
about  16  percent  to  the  counties;  and  3)  about  7  percent  to 
the  cities.  The  county  cost  allocation  factors  would  be  based 
on:  1)  population;  2)  taxable  value;  and  3)  the  number  of 
index  crimes  committed  in  the  county.  The  city  cost 
allocation  factors  would  be  based  on:  1)  population;  and  2) 
taxable  value.  Implementation  language  in  the  legislation 
instructs  the  commission  to  recommend  how  ihese  cost 
allocation  factors  could  be  changed  to  include  an  actual  caseload  factor  when  accurate  caseload  data  becomes  available. 


$21.2 

78% 

5.9 

22% 

$27.1 

100% 

Current  Costs* 
New  Costs** 


♦Currently  paid  by  either  the  state,  city  or  county 
**Mostly  those  of  the  Chief  Public  Defender 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  200b 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

52.00 

(14.00) 

1.50 

39.50 

(14.00) 

1.50 

39.50 

39.50 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

3,088,183 

1,123,215 

0 

535,058 

(459,221) 

83,928 

0 

(535,058) 

83,461 

1,448,935 

0 

0 

2,712,423 

2,656,078 

0 

0 

(460,896) 

48,928 

0 

(535,058) 

83,370 

22,393 

0 

0 

2,710,657 

1.194,536 

0 

0 

5,423,080 

3,850,614 

0 

0 

Total  Costs 

$4,746,456 

($910351) 

$1332396 

$5368,501 

($947,026) 

$105,763 

$3,905,193 

$9,273,694 

General  Fund 
State/Other  Special 
Federal  Special 

3,102,822 

1,507,484 

136,150 

390,773 

(1,357,484) 

56,360 

1,532,396 
0 
0 

5,025,991 
150,000 
192,510 

354,298 

(1,357,484) 

56,160 

105,763 
0 
0 

3,562,883 
150,000 
192,310 

8,588,874 
300,000 
384,820 

Total  Funds 

$4,746,456 

($910J51) 

$1332,396 

$5368,501 

($947,026) 

$105,763 

$3,905,193 

$9,273,694 

Program  Description 

This  program  contains  funding  to  support  the  operations  of  the  Supreme  Court  and  the  operations  of  the  Office  of  the 
Court  Administrator.  The  Supreme  Court  has  appellate  jurisdiction  for  the  State  of  Montana  and  original  jurisdiction  to 
issue,  hear,  and  determine  writs  of  habeas  corpus  and  other  such  writs  as  may  be  provided  by  law.  It  also  has  general 
supervisory  control  over  all  other  courts  in  the  state  including  the  responsibility  for  the  management  of  district  court 
costs  and  operations.  The  Supreme  Court  administers  the  federal  court  assessment  program  and  the  court-appointed 
special  advocate  program.  The  Supreme  Court  is  charged  with  establishing  rules  governing  appellate  procedure,  the 
practice  and  procedure  for  all  other  courts,  admission  to  the  bar,  and  the  conduct  of  its  members.  The  Supreme  Court 
consists  of  a  Chief  Justice  and  six  justices.  The  Office  of  the  Court  Administrator  provides  administrative  services  for  all 
of  the  programs  under  the  Judiciary,  including:  accounting  and  budgeting,  human  resources,  and  information  technology. 

Program  Highlights 


Judiciary 

Supreme  Court  Operations 

Major  Budget  Highlights 


General  fund  increases  of  $2.4  million  are  mostly  due  tp: 

•  The  purchase  of  software  licenses  for  District  Courts  and 
Courts  of  Limited  Jurisdiction  for  $1 .3  million 

•  Present  law  statewide  adjustments  for  $0.8  million 

•  1 .50  FTE  for  mediation  services  at  $0.2  million 

State  special  funds  decreased  by  $2.7  million  due  to  the  removal  of 
12.50  FTE  and  the  funding  for  the  court  automation  program 


Major  LFD  Issues 


The  Judiciary  is  requesting  that  the  Information  Technology  Program 
be  funded  with  general  fund  rather  than  continue  with  the  state  special 
fund  from  the  $10  surcharge  on  certain  case  filings  -  refer  to  the 
summary  section 


Judiciary 


A-31 


Supreme  Court  Operations 


Judiciary 
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•  Matching  general  fund  for  the  Court  Assessment  program  is  not  in  the 
request  for  funding 

•  Information  is  needed  as  to  how  much  in  reimbursements  will  be 
provided  via  the  Appellate  Mediator 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 
Supreme  Court  Operations 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 

FY  2007 


%  of  Budget 
FY  2007 


01 100  General  Fund 
02342  Court  Automation  Surcharge 
02536  Legal  Asistance 
03230  Fed  Grant-Pass-Thru-Jud 
Grand  Total 


$3,102,822 

1,357,484 

150,000 

136.150 

$4,746,456 


65.4% 

28.6% 

3.2% 

2.9% 

100.0% 


$5,025,991 

150,000 

192.510 

$5,368,501 


93.6%     $3,562,883 


2.8% 

3.6% 

100.0% 


150,000 

192.310 

$3,905,193 


91.2% 

3.8% 

4.9% 

100.0% 


This  program  is  funded  primarily  with  general  fund  and  has  a  minor  amount  of  state  special  and  federal  funds.  State 
special  funds  are  from  a  $9.00  filing  fee  for  divorce  cases  that  is  expected  to  generate  $150,000  in  each  fiscal  year.  These 
funds  are  earmarked  to  pay  for  the  legal  defense  costs  of  indigent  victims  of  domestic  violence.  During  the  2005 
biennium  there  were  state  special  funds  from  a  $10  user  surcharge  on  certain  court  case  filings  that  supported  the  court 
automation  program.  This  surcharge  expires  on  June  30,  2005.  This  funding  issue  is  discussed  in  more  detail  in  the 
"Agency  Issues"  section  of  the  summary  section.  Federal  grants  support  a  grant  manager,  the  court  assessment  program 
and  the  court-appointed  special  advocate  program.  These  funds  require  a  25  percent  match,  which  is  met  with  general 
fund. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fi-cal  ">(X)7 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

216,847 
(3,724) 
179,559 

213,886 
(3,637) 
144,480 

Total  Statewide  Present  Law  Adjustments 

$392,682 

$354,729 

DP  4  -  Eliminate  District  Court  Automation  Program 

(14.00)                      0 
DP  5  -  Court  Assessment/CASA 

0.00                      0 

(1,369,312) 
0 

0 
66,279 

(1,369,312) 
66,279 

(14.00) 
0.00 

0 
0 

(1,368,109) 
0 

0 
66,354 

(1,368,109) 
66,354 

Total  Other  Present  Law  Adjustments 

(14.00)                    $0 

(S1369J12) 

$66,279 

($1303,033) 

(14.00) 

$0 

($1368,109) 

$66354 

($1301,755) 

Grand  Total  All  Present  Law  Adjustments 

($910351) 

($947,026) 
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Statewide  present  law  adjustments  consist  of  the  following: 

1 .  The  increase  in  personal  service  costs  of  $21 6,847  in  FY  2006  and  $21 3,886  in  FY  2007  is  mostly  due  to:  a)  pay 
and  benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  b) 
increases  in  the  Chief  Justice's  base  salary  of  $5,467  in  each  fiscal  year  and  increases  in  each  of  the  six  Justices' 
base  salaries  of  $5,391  in  each  fiscal  year  based  on  a  regional  survey  conducted  by  the  Department  of 
Administration;  and  c)  the  25  cent  per  hour  pay  increase  and  insurance  adjustment  for  each  staff  member  as 
approved  by  the  2003  Legislature. 

2.  Fixed  cost  increases  of  $179,994  in  FY  2006  and  $144,915  in  FY  2007  are  primarily  for:  a)  SABHRS  storage 
costs  now  allocated  to  fixed  costs;  b)  increases  in  insurance  and  bond  costs;  and  c)  increases  in  data  network 
costs. 


1  LI  1) 

1  COMMENT 

Vacancy  savings  was  not  applied  to  this  program.  Please  refer  to  the  "Agency  Issues"  section  of  the 
overview  for  additional  discussion. 

Other  present  law  adjustments  consist  of: 

DP  4  -  Eliminate  the  Court  Automation  Program  -  Section  3-1-317,  MCA  authorizes  a  $10.00  surcharge  on  certain  court 
case  filings.  This  surcharge  is  earmarked  to  pay  for  the  court  automation  program  and  expires  at  the  end  of  FY  2005. 
Therefore,  this  decision  package  eliminates  the  budget  for  the  program. 


Please  refer  to  the  "Elected  Official:  New  Proposals"  section  of  the  summary  for  the  discussion  of  the 
Judiciary's  request  to  reform  its  information  technology  program.  In  this  discussion,  the  Judiciary  is 
requesting  that  this  program  be  funded  with  general  fund  during  the  2007  biennium  rather  than  be 
funded  with  state  special  revenue  received  from  a  $10.00  surcharge  levied  on  all  criminal  and  certain 
civil  case  filings  in  district  courts. 


LFB 

COMMENT 


DP  5  -  Court  Assessment/CASA  -  The  Judiciary  is  requesting  authority  to  expend  $132,633  in  federal  funds  that  support 
the  Court  Assessment  Program  (CAP)  and  the  Court  Appointed  Special  Advocate  Program  (CASA).  CAP  provides  for 
the  evaluation  of  the  effectiveness  of  child  abuse  and  neglect  proceedings  within  the  Montana  legal  system.  This 
program  is  funded  with  75  percent  federal  funds  and  25  percent  general  fund.  The  CASA  program  is  a  federal  program 
that  provides  for  court  appointed  special  advocates  to  represent  youth  in  child  abuse  and  neglect  proceedings. 


LED 
COMMENT 


The  court  assessment  program  reviews  the  effectiveness  of  Montana's  courts  as  they  address  child 
abuse  and  neglect  proceedings.  They  have  2.0  FTE:  one  director  and  one  administrative  support.  The 
actual  court  assessment  or  study  is  primarily  accomplished  through  contracted  services. 


LEI) 
ISSUE 


The  Judiciary  is  requesting  authority  for  federal  funds;  however,  this  program  has  a  25  percent  match 
requirement  with  general  fund.  The  Judiciary  is  not  asking  for  the  general  fund  match  of  approximately 
$33,200  for  the  biennium.  If  the  Judiciary  does  not  provide  the  general  fund  match,  they  will  not  receive  the 
federal  funding. 


The  legislature  has  the  following  options: 

•  Option  1 :  Allocate  the  general  fund  necessary  to  meet  the  federal  match  requirement 

•  Option  2:  Do  not  add  the  federal  authority  and  delete  the  program 

•  Option  3:  Require  the  Judiciary  to  provide  the  matching  general  fund  by  taking  it  from  somewhere  in  the 
approved  appropriation. 
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New  Proposals 


New  Proposals 
Program 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 

Special 


Total 
Funds 


DP  2  -  Appellate  Mediator 

01  1.50  112,396 

DP  4  -  Workload  Assessment  Study  -  OTO 

01  0.00  75,000 

DP  5  -  Purchase  Software  Licenses  -  OTO 

01  0.00  1,345,000 


Total 


1.50        $1,532,396 


0 

0 

0 

$0 


0 
0 
0 

$0 


112,396 

75,000 

1,345,000 

$1,532,396 


1.50 
0.00 
0.00 
1.50 


105,763 

0 

0 

$105,763 


0 

0 

0 

$0 


0 

0 

0 

$0 


105,763 

0 

0 

$105,763 


DP  2  -  Appellate  Mediator  -  The  executive  is  requesting  $218,159  in  general  fund  for  the  biennium  to  hire  1.50  FTE  to 
provide  mediation  services.  These  FTE  would  select  which  appeals  to  mediate  in  order  to  reduce  the  number  of 
mediations  and  improve  the  overall  success  rate.  Further,  parties  to  those  cases  selected  for  mediation  would  be  required, 
as  they  presently  are,  to  share  the  mediator's  costs. 


The  Judiciary  notes  that  each  Justice  produces  over  50  written  opinions  per  year.  The  goal  of  the 
appellate  mediator  would  be  to  alleviate  each  Justice's  workload  by  settling  disputes  before  the 
case  goes  to  court.  The  court  adopted  a  mandatory  mediation  procedure  in  1996  with  Rule  54, 
M.R.App.P.  Under  the  rule  there  are  three  categories  of  cases  in  which  appellate  mediation  is  required:  workers' 
compensation,  domestic  relations,  and  money  judgments.  The  Clerk  of  Court  assigns  a  mediator  from  a  list  of 
attorneys  who  have  volunteered  to  have  their  names  listed  as  mediators.  If  the  parties  so  choose,  they  can  stipulate  to 
a  mediator  of  their  own  choosing.  Since  the  parties  share  the  mediator's  fee  and  incidental  expenses,  the  present 
system  operates  at  no  expense  to  the  state.  The  requested  mediator  would  do  on  a  full-time  basis  the  same  tasks  that 
are  being  accomplished  by  the  part-time  mediators  and  therefore,  this  service  would  be  provided  to  customers  on  a 
regular  basis.  To  date,  the  mandatory  mediation  system  has  a  success  rate  of  17  percent  (1527  cases  mediated  over 
seven  years  resulting  in  265  cases  settled). 


LFI) 
ISSUF 


The  Judiciary  anticipates  that  the  parties  to  the  mediation  will  pay  for  the  services  of  these  1.50  FTE. 
However,  the  court  did  not  account  for  a  reimbursement  for  these  services  in  a  fund  due  to  lack  of 
history  of  the  service.  The  legislature  may  wish  to  ask  that  the  Judiciary  report  to  the  appropriate 
interim  committee  on  the  collections  of  reimbursements  for  this  service. 


DP  4  -  Workload  Assessment  Study  -  OTO  -  The  executive  recommends  that  $75,000  in  general  fund  be  provided  to  the 
Judiciary  in  FY  2006  to  perform  a  workload  assessment  study  of  district  court  judges  and  staff.  The  request  is  one-time- 
only,  restricted,  and  biennial.  This  study  is  expected  to  produce  information  that  will  be  used  to  assess  workload  as  it 
currently  exists  in  the  system  and  possible  avenues  for  improvement. 


LFD 
COMMENT 

For  more  information,  please  refer  to  the  "Discussion  on  Workload  and  Caseload  of  Montana's 
Judicial  System"  in  the  summary  section  of  the  budget  analysis  for  the  Judicial  Branch. 

DP  5  -  Purchase  Software  Licenses  -  OTO  -  The  executive  recommends  a  one-time-only,  restricted,  and  biennial 
appropriation  to  purchase  initial  software  application  licenses  for  District  Courts  and  the  remaining  Courts  of  Limited 
Jurisdiction.  The  court  software,  called  "JSI-FullCourt  Case  Management  System"  has  already  been  rolled  out 
successfully  in  86  Courts  of  Limited  Jurisdiction  and  no  District  Courts. 
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LID 
1  COMMENT 

For  more  information,  please  refer  to  the  discussion  on  the  "Information  Technology  Program"  in 
the  summary  section  of  the  budget  analysis  for  the  Judicial  Branch. 

Language 

"There  is  appropriated  to  the  Judiciary  up  to  $1  million  in  general  fund  in  each  year  of  the  biennium  to  spend  prior  year 
surplus  Juvenile  Placement  funds  received  from  the  Department  of  Corrections." 


LI  I) 
COMMENT 


The  Juvenile  Delinquency  Intervention  Program  (JDIP)  is  provided  by  41-5-2001  through  41-5- 
2006,  MCA.  The  program  provides  services  to  youth  outside  of  the  correctional  system,  in  hopes  of 
keeping  these  youth  out  of  the  formal  system.  This  program  is  funded  with  general  fund.  Each  youth 
court  in  the  state  is  provided  with  JDIP  funds  to  administer  this  program.  This  part  of  the  program 
was  administered  by  the  Department  of  Corrections.  Any  funds  that  remain  after  the  end  of  the  year  are  distributed  to 
each  youth  court  to  provide  programs  for  early  intervention  and  placement  alternatives.  This  language  appropriation 
allows  the  Judiciary  to  distribute  surplus  funds. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

3.00 

0.00 

0.00 

3.00 

0.00 

0.00 

3.00 

3.00 

Personal  Services 
Operating  Expenses 

79,543 
135,657 

39,501 
24,043 

0 
0 

119,044 
159,700 

39,326 
(952) 

0 
0 

118,869 
134,705 

237,913 
294,405 

Total  Costs 

$215,200 

$63,544 

$0 

$278,744 

$38^74 

$0 

$253374 

$532318 

General  Fund 
State/Other  Special 

215,200 
0 

38,544 
25,000 

0 
0 

253,744 
25,000 

13,374 
25,000 

0 
0 

228,574 
25,000 

482,318 
50,000 

Total  Funds 

$215,200 

$63344 

$0 

$278,744 

$38374 

$0 

$253,574 

$532318 

Program  Description 

The  Boards  and  Commissions  Program  oversees  functions  assigned  to  the  Supreme  Court  either  by  legislative  or 
constitutional  mandate.  The  program  manages  judicial  discipline,  rules,  and  other  substantive  matters  aimed  at 
improving  and  maintaining  the  administration  of  justice.  Commissions  and  boards  included  in  the  program  are  the 
Judicial  Standards  Commission;  Sentence  Review  Commission;  Commission  on  Practice;  Commission  on  Courts  of 
Limited  Jurisdiction;  and  the  Judicial  Nominations  Commission. 


Program  Highlights 


Judiciary 
Boards  and  Commissions 
Major  Budget  Highlights 


Increase   of  $25,000   for  the  Judicial   Standards   Commission   is 

requested 

Remaining  increase  is  for  statewide  present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 
Boards  And  Commissions 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02399  Boards  And  Commissions  -  Mji 
Grand  Total 

$    215,200           100.0%     $    253,744 

25.000 

91.0% 

9.0% 

100.0% 

$    228,574 
25,000 

$    253,574 

90.1% 

9.9% 

100.0% 

$     215,200            100.0%     $     278,744 

This  program  is  funded  with  a  combination  of  general  fund  and  state  special  funds.  State  special  revenue  is  from  a  fee 
imposed  by  the  Courts  of  Limited  Jurisdiction  for  training  and  attorney  investigation  repayments. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                 Fund 

•al  2006— 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

39,501 
(117) 
(840) 

39,326 
(112) 
(840) 

Total  Statewide  Present  Law  Adjustments 

$38,544 

$38,374 

DP  2  -  Judicial  Standards  Investigations  -  Rest/Biennial 
0.00              25,000 

0 

0 

25,000 

0.00 

0 

0 

0 

0 

Total  Other  Present  Law  Adjustments 

0.00             $25,000 

SO 

so 

$25,000 

0.00 

$0 

$0 

$0 

$0 

Grand  Total  All  Present  Law  Adjustments 

$63,544 

$38,374 

1    111) 

1  COMMENT 

Vacancy  savings  was  not  applied  to  this  program.  Please  refer  to  the  "Agency  Issues"  section  of  the 
overview  for  additional  discussion 

DP  2  -  Judicial  Standards  Restricted/Biennial.  Appropriation  -  The  executive  recommends  $25,000  in  general  fund  that 
would  be  both  a  restricted  and  a  biennial  appropriation  for  the  constitutionally  mandated  Judicial  Standards  Commission. 
This  commission  investigates  complaints  and  makes  recommendations  regarding  the  conduct  of  judicial  officers.  The 
amounts  that  were  expended  during  FY  2004  were  removed  from  the  base  because  this  is  a  zero  based  expenditure.  If 
approved,  this  funding  could  only  be  used  to  pay  for  the  investigations  of  complaints  against  judges.  If  the  costs  were 
not  incurred,  the  funds  would  revert  to  the  general  fund. 


LID 
COMMENT 


The  base  includes  $1,589  for  this  function.  The  executive  is  requesting  $25,000  in  additional 
authority  for  this  activity  for  a  total  of  $28,178. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

7.50 

0.00 

0.00 

7.50 

0.00 

3.00 

7.50 

7.50 

Personal  Services 
Operating  Expenses 
Equipment 

333,852 
131,447 
303,670 

26,123 

(450) 

17,310 

0 
0 
0 

359,975 
130,997 
320,980 

25,764 

(449) 

25,965 

0 
0 
0 

359,616 
1 30,998 
329,635 

719,591 
261,995 
650,615 

Total  Costs 

$768,969 

$42,983 

$0 

$811,952 

$51,280 

$0 

$820,249 

$1,632,201 

General  Fund 

768,969 

42,983 

0 

811,952 

51,280 

0 

820,249 

1,632,201 

Total  Funds 

$768,969 

$42,983 

$0 

$811,952 

$51,280 

$0 

$820,249 

$1,632,201 

Program  Description 

The  State  Law  Library  houses  reference  materials  used  by  the  Supreme  Court,  lower  courts,  the  legislature,  state  officers 
and  employees,  members  of  the  bar,  and  the  general  public.  The  collection  includes  legal  materials  from  the  federal 
government  and  all  50  states,  as  well  as  Canada.  Some  of  the  books  and  materials  contained  in  the  library  include 
treatises,  law  reviews,  reports,  microfilm,  and  audio/video  tapes  for  continuing  legal  education.  A  party  may  access 
much  of  the  Library's  information  on  their  Internet  site.  The  State  Law  Library  is  governed  by  a  Board  of  Trustees, 
which  consists  of  the  Supreme  Court  justices. 

Program  Highlights 


Judiciary 

Law  Library 

Major  Budget  Highlights 


Funding  increases  are  due  to  statewide  present  law  adjustments  for 
personal  services  and  inflation  on  the  purchase  of  books  and 
periodicals 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 
Law  Library 

Program  Funding_ 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$    768.969           100.0%     $    811.952 
$     768,969            100.0%     $     811,952 

100.0% 
100.0% 

$     820,249 
$     820,249 

100.0% 
100.0% 

General  fund  supports  this  program.  Minimal  costs  are  recovered  through  fees  charged  for  copies,  faxes,  and  the  rental 
of  audio/video  cassettes.  These  fees,  which  were  approximately  $23,600  during  FY  2004,  are  deposited  into  the  general 
fund. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Mt                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Persona!  Services 
Inflation/Deflation 

26,123 
(40) 

25,764 
(39) 

Inflation/Deflation 
Fixed  Costs 

17,310 
(410) 

25,965 
(410) 

Total  Statewide  Present  Law  Adjustments 

$42,983 

$51,280 

Grand  Total  All  Present  Law  Adjustments 

$42,983 

$51,280 

LED 
COMMENT 


Vacancy  savings  was  not  applied  to  this  program.  Please  refer  to  the  "Agency  Issues"  section  of  the 
overview  for  additional  discussion. 


LED 
COMMENT 


The  base  amount  for  library  books  is  $288,51 1, which  increases  by  $43,300  in  the  biennium  with  the 
allowance  for  inflation.  Although  the  library  allows  customers  to  use  CD's  and  internet  based 
research  products,  it  still  orders  paper  copies  of  many  items. 


Proprietary  Rates 

Proprietary  Program  Description 

Law  Library  Enterprise  Fund  -  The  Law  Library  provides  LEXIS  access  to  approximately  30  LEXIS  users.  LEXIS  is  a 
legal  search  engine  used  to  research  case  law  by  leading  the  user  to  numerous  cases  on  selected  subjects.  It  makes 
research  more  efficient  and  less  time  consuming.  The  Law  Library  purchases  a  bundle  of  licenses  from  LEXIS  at  a  rate 
that  is  less  expensive  than  purchasing  a  single  license.  The  law  library  is  billed  by  LEXIS  monthly  and,  in  turn,  bills  this 
service  to  approximately  30  users.  These  users  include  other  state  agencies,  county  attorneys,  pubic  defenders,  and 
certain  city  and  limited  court  judges.  The  rate  set  by  the  library  for  billing  users  is  a  simple  average  of  the  total  cost 
divided  by  the  number  of  users. 

Proprietary  Revenues  and  Expenses 

The  revenue  is  the  amount  collected  from  the  library's  customers  and  the  expense  is  the  invoice  from  LEXIS. 
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2007  Biennium 

Report  on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                  Fund  Name 
6019           Law  Library  Searches 

Agency  #             Agency  Name 
2110                     Judiciary 

Program  Name 
Law  Library 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Charge  for  services 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

63.090 

56.438 

56,438 

47,200 

45,090 

54.188 

63,090 

56,438 

56.438 

47.200 
43,090 

45,090 
45,391 

54,188 
56,438 

63,090 
63.090 

56,438 
56,438 

56.438 
56,438 

43.090 
4,110 

45,391 
(301) 

56,438 
(2,250) 

63.090 

56.438 

56,438 

4,110 

(301) 

(2.250) 

- 

- 

- 

4.110 
(6,623) 

(6,623) 

(301) 

(2,513) 
13.251 

10,738 

(2.250) 
10.437 

10,437 

8.187 
8,187 

8,187 
8,187 

8,187 
8,187 

(2,513) 

10,437 

8,187 

8,187 

8,187 

8,187 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

7,182 

7,565 

9.406 

10.515 

9.406 

9,406 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  200b 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

295.68 

(5.00) 

4.95 

295.63 

(5.00) 

4.95 

295.63 

295.63 

Personal  Services 
Operating  Expenses 
Equipment 

16,262,315 

10,509,709 

0 

1,179,787 

1,532,876 

0 

180,156 

1,068,120 

0 

17,622,258 

13,110,705 

0 

500,607 

1,941,926 

0 

179,958 

1,050,000 

0 

16,942,880 

13,501,635 

0 

34,565,138 

26,612,340 

0 

Total  Costs 

$26,772,024 

$2,712,663 

$1,248,276 

$30,732,963 

$2,442,533 

$1,229,958 

$30,444315 

$61,177,478 

General  Fund 
State/Other  Special 
Federal  Special 

26,573,578 

198,446 

0 

1,614,999 
597,664 
500,000 

1,248,276 
0 
0 

29,436,853 
796,110 
500,000 

1,987,417 
(44,884) 
500,000 

1,229,958 
0 
0 

29,790,953 
153,562 
500,000 

59,227.806 

949,672 

1,000,000 

Total  Funds 

$26,772,024 

$2,712,663 

$1,248,276 

$30,732,963 

$2,442,533 

$1,229,958 

$30,444^15 

$61,177,478 

Program  Description 

The  District  Court  Operations  Program  is  actually  two  programs:  the  District  Court  Operations  Program  and  the  District 
Court  Assumption  Program.  Together  these  programs  fund  most  of  the  costs  of  the  state's  district  court  operations  that 
comprise  the  22  judicial  districts.  These  costs  include  the  salaries,  travel,  and  training  costs  for  42  district  judges  and  the 
judges'  law  clerks,  administrative  personnel,  and  other  support  staff.  The  district  court  assumption  program  also  funds 
public  defender  services  provided  in  the  district  courts,  including  payments  to  seven  county-managed  public  defender 
offices,  payments  to  private  attorneys  for  public  defender  services,  payments  for  certain  evaluations  of  individuals 
accused  of  a  crime,  private  investigator  services,  and  witness  fees  and  expenses.  This  program  does  not  fund  the  costs 
related  to  the  clerks  of  court  or  other  elected  officials.  District  courts  are  general  jurisdiction  trial  courts  that  have 
original  jurisdiction  in  all  criminal  felony  cases,  civil  matters,  and  cases  of  law. 


COMMENT 


Statewide  Public  Defender  System  -  As  discussed  in  the  Agency  Issues  section  of  the  budget  analysis 
for  the  Judiciary,  the  Law  and  Justice  Interim  Committee  voted  to  introduce  legislation  in  the  2005 
legislative  session  to  provide  a  statewide  public  defender  system  which  could  have  a  significant 
fiscal  impact  on  the  District  Court  Operations  Program.  This  legislation  is  referred  to  as  LC  0214.  The  following  outline 
presents  the  estimated  fiscal  impact  to  the  District  Court  Operations  Program  of  LC  0214,  which  would  reduce  the 
amounts  currently  reflected  in  the  Proposed  Program  Budget  for  FY  2007.  Please  be  aware  that  the  amounts  presented 
below  are  estimates  based  on  certain  assumptions  and  the  actual  amount  of  any  adjustment  could  be  materially  different. 


Personal  Service  Costs:  The  Office  of  the  Court  Administrator  (OCA)  identified  1 .5  FTE  that  would  be  transferred  from 
the  Judiciary  to  the  Chief  Public  Defender  Office  (CPDO).  These  FTE  provide  accounting  and  administrative  services. 
Fiscal  projections  that  accompanied  LC  0214  contemplated  that  these  FTE  would  remain  at  the  OCA  during  FY  2006  and 
be  transferred  to  the  CPDO  at  the  beginning  of  FY  2007.  The  OCA  would  transfer  approximately  $60,000  to  the  CPDO. 

Operating  Costs:  The  OCA  expended  $8.1  million  during  FY  2004  in  support  of  public  defender  services  provided  in  the 
district  courts.  Fiscal  projections  that  accompanied  LC  0214  contemplated  that  these  costs  would  remain  at  the  OCA 
during  FY  2006  and  be  transferred  to  the  CPDO  at  the  beginning  of  FY  2007.  These  services  and  related  costs  during  FY 
2004  were: 

Appointed  attorney  costs:  $5.1  million 

County-managed  public  defender  office  costs:  $1.8  million 

Contracted  attorney  costs:  $0.6  million 

Private  investigator  costs:  $0.2  million 

Witness  fees:  $0.2  million 

Other  costs:  $0.2  million  
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LID 
COMMENT 


Expenditures  for  district  court  assumption  were  significantly  higher  than  appropriated  in  the  2005 
biennium,  resulting  in  a  supplemental  request  of  $5.8  million.  These  increased  costs  are  carried 
forward  in  the  2007  biennium  executive  budget.  For  further  discussion,  please  see  the 
"supplemental"  section  of  the  agency  narrative. 


Program  Highlights 


Judiciary 

District  Court  Operations  Program 

Major  Budget  Highlights 


Increase  of  $2.0  million  or  6.2  percent  in  personal  services  for  the 
2007  biennium  over  the  base  budget  is  primarily  due  to  statewide 
present  law  adjustments 

Increase  of  $5.6  or  26.7  percent  in  operating  costs  for  the  2007 
biennium  over  the  base  budget  primarily  due  to: 

•  "Unfit  to  proceed"  costs  are  $2.0  million 

•  Increases  in  public  defender  costs  are  $3.0  million 

•  FTE  changes  are  the  result  of  a  net  reduction  of  5.0  FTE 
as  a  part  of  the  executive  statewide  FTE  reduction  and 

increased  support  staff  in  various  districts 


Major  LFD  Issues 


Vacancy  savings  has  not  been  applied  to  this  program 

Potential  reduction  in  the  program  of  $8.2  million  in  operating  costs  if 

the  statewide  public  defender  bill  is  passed 

Make  the  authority  for  county  paid  annual  leave  and  sick  leave  a 

restricted  appropriation 

Consider  increasing  variable  costs  to  recognize  increases  in  caseload 

Restrict  travel  and  training  forjudges  to  its  intended  use 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 

District  Court  Operation 

Program  Funding 

Base 

FY  2004 

%  of  Base 
FY  2004 

Budget 
FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02141  District  Court  Crim.  Reimb. 
02788  Ace.  Cry  Sick/Vacation  Leave 
03230  Fed  Grant-Pass-Thru- Jud 
Grand  Total 

$  26,573,578 

71,439 

127,007 

99.3%    $ 
0.3% 
0.5% 

29,436,853 
153,562 
642,548 
500.000 

30,732,963 

95.8% 

0.5% 

2.1% 

1.6% 

100  0% 

$  29,790,953 
153,562 

500.000 
$  30,444,515 

97.9% 
0.5% 

1.6% 
100.0% 

$   26,772,024 

100.0%    $ 

This  program  is  primarily  funded  with  general  fund.  It  also  has  a  small  amount  of  state  special  and  federal  funds.  District 
court  fines,  fees,  and  forfeitures  are  deposited  in  the  general  fund.  The  counties  provide  state  special  revenues  for 
accumulated  leave  liability  for  those  employees  who  became  state  employees  under  district  court  assumption.  Much  of 
the  remaining  funds  are  for  the  Juvenile  Delinquency  Intervention  Program  and  the  Youth  Court  Community  Program. 
These  funds  support  community  programs  for  youths  and  juvenile  offenders  involved  in  youth  courts.  Federal  funding  in 
the  2007  biennium  would  be  for  various  grants. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

792,697 

756,065 

Inflation/Deflation 

(6,621) 

(6,510) 

Fixed  Costs 

(6,475) 

(6,475) 

Total  Statewide  Present  Law  Adjustments 

$779,601 

$743,080 

DP  6  -  Court  Recording  Equipment 

0.00               34,495 

0 

0 

34,495 

0.00 

0 

0 

0 

0 

DP  4302  -  Annualize  Motor  Pool  Lease  Costs  -  JPOs 

0.00                 8,414 

0 

0 

8,414 

0.00 

8,414 

0 

0 

8,414 

DP  4303  -  Annualize  Motor  Pool  Lease  Costs  -  DC  Judges 

0.00                10,543 

0 

0 

10,543 

0.00 

10,543 

0 

0 

10,543 

DP  4510  -  Authority  for  County  Paid  Annual  &  Sick 

Leave 

0.00                      0 

642,548 

0 

642,548 

0.00 

0 

0 

0 

0 

DP  45 1 1  -  Restore  Variable  Cost  Funding  that  was  OTO 

0.00            838,958 

0 

0 

838,958 

0.00 

1,282,392 

0 

0 

1,282,392 

DP  4512  -  Misc.  Federal  Grants 

0.00                      0 

0 

500,000 

500,000 

0.00 

0 

0 

500,000 

500,000 

DP  4516  -  Youth  Courts-Community  Programs/Video  Conferencing 

0.00                      0 

153,562 

0 

153,562 

0.00 

0 

153,562 

0 

153,562 

DP  9904  -  Statewide  FTE  Reduction 

(5.00)          (255,458) 

0 

0 

(255,458) 

(5.00) 

(255,458) 

0 

0 

(255,458) 

Total  Other  Present  Law  Adjustments 

(5.00)            $636,952 

$796,110 

$500,000 

$1,933,062 

(5.00) 

$1,045,891 

$153362 

$500,000 

$1,699,453 

Grand  Total  All  Present  Law  Adjustments 

$2,712,663 

$2,442,533 

The  increase  in  personal  service  costs  of  $792,697  in  FY  2006  and  $756,065  in  FY  2007  is  mostly  due  to:  a)  pay  benefits 
for  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  b)  increases  in  the  each  of  the 
42  judges'  base  salary  by  $5,929  in  each  fiscal  year  (totals  $249,018  per  fiscal  year)  as  per  a  regional  survey  conducted 
by  the  Department  of  Administration;  and  c)  for  the  25  cent  per  hour  pay  increase  for  each  staff  member  as  approved  by 
the  2003  Legislature 


LFD 

COMMKNT 


Vacancy  savings  was  not  applied  to  this  program.  Please  refer  to  the  "Agency  Issues"  section  of  the 
overview  for  additional  discussion 


Other  present  law  adjustments  consist  of: 

DP  6  -  Court  Recorders,  Equipment  and  Software  -  The  executive  requests  $34,495  for  court  recording  equipment.  Court 
recording  systems  would  be  purchased  for  three  judicial  districts  at  a  cost  of  $10,000  per  system.  This  proposal  also 
provides  $4,495  to  purchase  real-time  equipment  and  software. 

DP  4302  -  Annualize  Motor  Pool  Lease  Costs  -  JPOs  -  The  executive  requests  $8,414  in  general  fund  in  each  fiscal  year 
of  the  2007  biennium  on  top  of  a  FY  2004  base  of  $9,864  to  annualize  the  cost  of  motor  pool  leases  for  Juvenile 
Probation  Officers.  The  leases  have  not  been  in  effect  the  entire  year  and  some  of  the  Juvenile  Probation  Officers  did  not 
have  a  leased  vehicle  the  entire  year. 
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DP  4303  -  Annualize  Motor  Pool  Lease  Costs  -  DC  Judges  -  The  executive  requests  $10,543  in  general  fund  in  each 
fiscal  year  of  the  2007  biennium  on  top  of  the  FY  2004  base  of  $8,939  to  annualize  the  cost  of  motor  pool  leases  for 
judges.  The  leases  have  not  been  in  effect  the  entire  year  because  not  all  judges  had  a  leased  vehicle  the  entire  year. 
Therefore  there  is  only  a  partial  year  lease  cost  in  the  base  year.  This  proposal  provides  funding  for  eight  vehicles. 

DP  4510  -  Authority  for  County  Paid  Annual  &  Sick  Leave  -  The  executive  requests  $642,548  in  a  biennial 
appropriation  of  state  special  revenue  for  annual  leave  and  sick  leave  payouts  for  former  county  employees  that  leave  the 
judicial  branch.  These  payouts  are  funded  by  county  payments  to  the  state. 

DP  451 1  -  Restore  Variable  Cost  Funding  that  was  OTO  -  The  executive  requests  $838,958  of  general  fund  in  FY  2006 
and  $1,282,392  of  general  fund  in  FY  2007  for  variable  costs  in  the  district  court  assumption  program.  The  2003 
Legislature  provided  up  to  $1,800,000  of  authority  for  district  court  expenses  to  be  funded  with  2003  biennium  general 
fund  reverted  appropriations  branch  wide.  The  Judiciary  did  use  approximately  $1.0  million  of  this  authority;  however, 
it  was  removed  from  the  base  during  the  budgeting  process  because  it  was  identified  as  a  one-time-only  expenditure.  The 
executive  is  requesting  that  these  funds  be  added  back  into  the  base  to  recognize  the  increased  expenditures  for  public 
defender  services  in  district  court  cases. 


Lin 

COMMKNT 


This  DP  relates  to  the  supplemental  request  of  $5.8  million  for  the  2005  biennium  for  the  District 
Court  Assumption  Program  discussed  in  the  summary  section  of  this  budget  analysis.  The 
supplemental  request  would  have  been  $6.8  million  or  $1  million  greater  without  the  use  of  reversion 
authority.  Therefore,  by  putting  the  amounts  requested  by  the  executive  into  the  base,  the  district  court  assumption 
program  would  have  funding  in  the  2007  biennium  equivalent  to  anticipated  2005  biennium  expenditures. 


LID 
1SSUK 


A  reason  for  the  supplemental  request  of  $5.8  million  for  the  District  Court  Assumption  Program  for  the 
2005  biennium  that  is  discussed  in  the  summary  section  of  this  budget  analysis  is  to  cover  increases  in 
caseload  faced  by  the  district  courts.  Although  the  executive  is  requesting  to  add  into  the  base  the  variable 
cost  funding  that  was  removed  because  it  was  identified  as  one-time-only,  the  executive  is  not  requesting 
any  funds  to  cover  costs  that  are  related  to  potential  increases  in  caseload.  The  legislature  may  wish  to  consider  the 
projected  rate  of  increase  in  caseload  when  establishing  the  budget  for  this  program.  Please  refer  to  the  caseload 
discussion  located  in  the  summary  section  of  this  budget  analysis. 


For  example,  the  total  variable  costs  for  FY  2004  were  $10.2  million.  The  increase  in  caseload  over  the  past  three  fiscal 
years  has  averaged  approximately  6  percent  per  year.  If  the  $10.2  million  were  increased  by  6  percent  for  FY  2006,  then 
this  amount  would  be  $612,000.  The  increase  for  FY  2007  would  be  $648,000  ($10.2  million  plus  $0.6  million  in  FY 
2006  x  6  percent).  The  increase  for  the  biennium  would  be  $  1 ,260,000. 


DP  4512  -  Misc.  Federal  Grants  -  The  executive  requests  authority  to  expend  $500,000  of  federal  appropriation  authority 
per  year  for  various  federal  grants.  Currently,  some  counties  continue  to  administer  federal  grants  for  the  youth  courts. 
The  Legislative  Audit  Division  has  indicated  that  these  activities  should  be  recorded  on  the  state  accounting  system. 

DP  4516  -  Youth  Courts-Community  Programs/Video  Conferencing  -  The  proposal  provides  $153,562  per  fiscal  year  of 
state  special  revenue  authority  for  fees  collected  in  Youth  Courts  and  for  video  conferencing  services.  Youth  Courts 
collect  monies  from  youths  for  costs  of  treatment  and  counseling.  The  previous  legislature  authorized  $150,000  per  year 
but  only  $71,438  was  spent,  so  this  proposal  requests  an  additional  $78,562  of  authority  to  restore  the  authority  to 
$150,000  in  each  year.  The  executive  also  requests  $75,000  per  year  of  authority  for  video  conferencing  services.  The 
branch  charges  attorneys  and  others  to  use  video  conferencing  equipment.  The  fees  collected  would  be  used  to  operate 
and  maintain  the  equipment. 

DP  9904  -  Statewide  FTE  Reduction  -  The  executive  is  requesting  this  decision  package  to  implement  a  FTE  reduction 
equivalent  to  the  reductions  taken  in  the  2003  legislative  session.  This  will  remove  5.00  FTE  and  $255,458  in  general 
fund  per  year  from  the  budget  permanently. 
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New  Proposals 


New  Proposals 

Fiscal  2006- 

General                State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1  -  Min.  Standards  -  Judicial  Support  Staff 
04              4.95              198,276 

DP  10  -  Judicial  Education  -  Rest.  Biennial 

04              0.00               50,000 

DP  45 1 5  -  Unfit  to  Proceed  Costs 

04              0.00          1,000,000 

0 
0 
0 

0 
0 
0 

198,276 

50,000 

1,000,000 

4.95 
0.00 
0.00 

179,958 

50,000 

1,000,000 

0 
0 
0 

0 
0 

0 

179,958 

50,000 

1,000,000 

Total              4.95        $1,248,276 

$0 

$0 

$1,248,276 

4.95 

$1,229,958 

$0 

$0 

$1 ,229,958 

DP  1  -  Min.  Standards  -  Judicial  Support  Staff-  The  executive  requests  $378,234  in  general  fund  for  the  biennium  to  hire 
4.95  FTE  to  be  distributed  amongst  the  following  jurisdictions: 

Law  clerk  and  youth  court  administrative  assistant  for  Deer  Lodge/Powell/Granite 

Law  clerk  and  court  administrator  for  Beaverhead/Madison/Jefferson 

Law  clerk  for  Flathead 

Law  clerk  and  administrative  assistant  for  Garfield/Treasure/Rosebud/Custer/Powder  River/Fallon/Carter 

Law  clerk  for  Sanders/Lake 

Youth  court  administrative  assistant  for  Judith  Basin/Fergus/Petroleum 


111) 

1  COMMENT 

Flathead  district  currently  has  two  law  clerks  with  three  judges.  The  other  districts  currently  do 
not  have  the  FTE  that  is  being  requested  for  their  jurisdictions. 

DP  10  -  Judicial  Education  -  Rest.  Biennial  -  The  executive  is  requesting  $100,000  during  the  biennium  for  judicial 
education.  This  proposal  provides  funding  for: 

•  Training  and  travel  for  one  out  of  state  conference  per  year  for  each  of  the  Justices,  the  District  Court  Judges,  the 
Water  Court  Judge  and  the  Workers  Compensation  Judge 

•  Training  and  travel  for  two  new  judges  to  attend  the  General  Jurisdiction  Conference  at  the  National  Judicial 
College  in  Reno,  Nevada 

•  National  Speakers  at  the  Montana  Judges  Association  and  the  Courts  of  Limited  Jurisdiction  Conferences. 


LI  I) 

issii: 


The  legislature  may  wish  to  restrict  this  amount  so  that  it  will  only  fund  its  intended  use  and  to  make  this  a 
one-time-only  expenditure. 


DP  45 1 5  -  Unfit  to  Proceed  Costs  -  The  executive  requests  $1,000,000  in  general  fund  in  each  fiscal  year  of  the  biennium 
to  pay  for  forensic  psychiatric  evaluations.  These  evaluations  are  necessary  when  a  defendant  is  committed  to  the 
Montana  State  Hospital  at  Warm  Springs  under  a  district  court  order  to  determine  the  fitness  of  that  individual  to  proceed 
in  a  criminal  case  against  that  individual.  Department  of  Public  and  Health  and  Human  Services  (DPHHS)  discovered 
that  for  several  years  they  had  not  been  billing  for  these  evaluations  and  have  decided  that  they  will  bill  the  branch 
beginning  in  FY  2005  and  thereafter.  There  is  no  net  impact  to  the  general  fund,  as  DPHHS  will  deposit  all  assessments 
to  the  general  fund. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

11.00 

0.00 

0.00 

11.00 

0.00 

0.00 

11.00 

11.00 

Personal  Services 
Operating  Expenses 

568,454 
104,502 

94,239 
(5) 

0 
0 

662,693 

104,497 

93,369 
(5) 

0 
0 

661,823 
104,497 

1,324,516 
208,994 

Total  Costs 

$672,956 

$94,234 

$0 

$767,190 

$93364 

$0 

$766320 

$1333310 

State/Other  Special 

672,956 

94,234 

0 

767,190 

93,364 

0 

766,320 

1,533,510 

Total  Funds 

$672,956 

$94,234 

$0 

$767,190 

$93364 

$0 

$766320 

$1,533310 

Program  Description 

The  Water  Courts  Supervision  Program,  located  in  Bozeman,  adjudicates  claims  of  existing  water  rights  in  Montana  and 
supervises  the  distribution  of  water  among  the  four  water  divisions  of  the  state,  as  defined  in  3-7-102,  MCA. 


Water  Rights  Adjudication 


LID 
COMMKNT 


The  legislative  Environmental  Quality  Council  (EQC)  has  developed  draft  legislation  (LC  0395)  that 
develops  a  process  and  a  funding  mechanism  that  is  intended  to  speed  up  water  rights  adjudication  in  the  state.  Under  the 
current  process  and  funding  structure,  the  Department  of  Natural  Resources  and  Conservation  (DNRC)  estimates  that  it 
will  take  38  to  40  years  to  complete  water  claim  examinations.  There  is  also  a  time-requirement  needed  by  the  Montana 
Water  Court  to  adjudicate  the  water  claims  once  the  DNRC  completes  an  examination  of  a  water  basin.  LC  0395  would 
reduce  that  time  frame  to  15  years,  requiring  expedited  work  from  both  DNRC  and  the  Water  Court. 

Please  refer  to  the  summary  section  of  the  DNRC  in  the  Legislative  Budget  Analysis  2007  Biennium, Volume  4  for  a 
history  of  water  rights  adjudication  in  Montana  and  the  process  that  the  DNRC  expects  to  follow  if  LC  0395  is  passed. 

There  are  two  main  expectations  of  LC  0395: 

3)  DNRC  will  complete  claims  examination  and  reexamination  of  verified  basins  by  June  30,  2015. 

4)  The  Water  Court  will  issue  preliminary  or  temporary  preliminary  decrees  by  June  30,  2020  for  all  basins. 

Costs  of  LC  0395 

The  EQC  estimates  the  cost  of  this  program  at  $5 1 .5  million  over  the  period  from  July  1 ,  2005  through  June  30,  2020.  In 

order  to  fund  this  project,  it  proposes  two  sources: 

1)  $31.2  million  or  61  percent  from  water  user  fees  imposed  for  a  ten-year  period  to  collect  sufficient  funds  for  the  15- 
year  project  timeframe.  In  order  to  collect  these  funds,  LC  0395: 

•  Sets  a  water  user  fee  schedule  that  is  either  a  flat  fee  or  a  graduated  fee  based  upon  the  characteristics  of  the  user 

•  Sets  up  a  debt  collection  process  for  water  users  that  do  not  pay  the  fee 

•  Sets  up  a  water  adjudication  account  to  collect  and  hold  the  fee  until  disbursed  to  the  DNRC  or  the  Water  Court 

•  Sets  up  reporting  requirements  by  the  Water  Court  and  the  DNRC  to  the  EQC 

•  Makes  the  funding  of  this  process  subject  to  a  statutory  appropriation 

2)  $20.3  million  or  39  percent  from  state  special  and  general  fund  sources.  The  state  special  revenue  sources  have  not 
been  identified,  nor  has  the  ratio  of  any  state  special  revenue  funds  to  general  fund. 
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Note:  The  Judiciary  is  recommending  that  the  Water  Court  be  funded  at  $767,000  for  FY  2006  with 
state  special  revenues.  If  this  rate  of  funding  were  to  remain  constant  for  15  years,  it  would  equate 
to  $11.5  million  or  57  percent  of  the  $20.3  million  needed  to  support  the  remaining  funding.  The 
source  of  this  funding  is  from  interest  on  the  resource  indemnity  trust. 


If  LC  0395  is  passed,  the  Water  Court  would  be  appropriated  an  annual  amount  of  $874,105,  which  is  an  increase  of 
$106,915  over  the  budget  requested  by  the  Judiciary  for  FY  2006.  The  increase  would  be  used  to  fund  additional 
resources  to  speed  up  the  adjudication  process. 


Program  Highlights 


Judiciary 
Water  Courts  Supervision 
Major  Budget  Highlights 


Funding  increases  are  due  to  personal  services  increases  in  statewide 
present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 
Water  Courts  Supervision 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02272  Renewable  Resources  Gmt/Loans 
Grand  Total 

$    672.956           100.0%     $    767.190 
$     672,956            100.0%     $     767,190 

100.0% 
100.0% 

$    766,320 
$    766,320 

100.0% 
100.0% 

This  program  is  funded  with  state  special  revenue  from  the  renewable  resource  grant  and  loan  account.  These  accounts 
include  the  resource  indemnity  and  ground  water  assessment  (RIGWA)  tax,  as  well  as  interest  earnings  on  the  resource 
indemnity  trust  (RIT). 


1.1  I) 
ISSUK 


The  source  of  funding  for  this  program  is  limited  by  the  amount  of  fees  charged  to  mining  activities  and 
interest  produced  on  a  trust  with  a  fixed  base.  There  is  competition  for  these  funds  because  they  also  fund 
other  programs  that  are  seeing  increased  needs.  For  additional  information  on  the  Resource  Indemnity 
Trust,  see  the  overview  section  of  the  Department  of  Natural  Resources  and  Conservation  budget  analysis 
in  volume  4  of  the  LFD  budget  analysis. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fi«ral  ?nniS Fiscal  2007- 


General               State               Federal               Total                                      General               State               Federal  Total 

FTE  Fund  Special  Special Funds FTE Fund Special Special Funds 


Personal  Services 


94,239  93,369 


Inflation/Deflation  <5)  *  ' 

Total  Statewide  Present  Law  Adjustments  $94,234  $93,364 

Grand  Total  All  Present  Law  Adjustments  $94,234  $93,364 


The  increase  in  personal  service  costs  of  $94,239  in  FY  2006  and  $93,369  in  FY  2007,  is  mostly  due  to:  a)  pay  and 
benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  b)  increased  pay  for  the 
Water  Court  Judge  of  $5,929  in  each  fiscal  year  due  to  a  regional  survey;  and  c)  the  25  cent  per  hour  pay  increase  for 
each  staff  member  as  approved  by  the  2003  Legislature. 


LIT) 
COMMENT 


Vacancy  savings  was  not  applied  to  this  program.  Please  refer  to  the  "Agency  Issues"  section  of  the 
overview  for  additional  discussion. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

5.50 

0.00 

0.00 

5.50 

0.00 

O.OO 

5.50 

5.50 

Personal  Services 
Operating  Expenses 

335,164 

35,545 

10,599 
185 

0 
0 

345,763 
35,730 

9,565 
1,177 

0 
0 

344,729 
36,722 

690,492 

72,452 

Total  Costs 

$370,709 

$10,784 

$0 

$381,493 

$10,742 

$0 

$381,451 

$762,944 

General  Fund 
Federal  Special 

370,709 
0 

10,784 
0 

0 
0 

381,493 
0 

10,742 
0 

0 
0 

381,451 
0 

762,944 

0 

Total  Funds 

$370,709 

$10,784 

$0 

$381,493 

$10,742 

$0 

$381,451 

$762,944 

Program  Description 

The  Clerk  of  Court  Program  performs  support  and  operational  duties  for  the  Supreme  Court,  as  outlined  in  Title  3, 
Chapter  2,  part  4,  MCA.  The  program  keeps  the  court  records  and  files,  issues  writs  and  certificates,  approves  bonds, 
files  all  papers  and  transcripts,  and  performs  other  duties  as  required. 

Program  Highlights 


Judiciary 

Clerk  of  Court 

Major  Budget  Highlights 


Total  funding  increases  about  $10,700  per  year  primarily  due  to 
statewide  present  law  adjustments,  along  with  a  small  adjustment  for 
additional  storage  space  for  court  records 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 
Clerk  Of  Court 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$    370,709           100.0%     $    381,493 
$     370,709            100.0%     $     381.493 

100.0% 
100.0% 

$     381,451 
$     381,451 

100.0% 
100.0% 

This  program  is  funded  with  general  fund. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

10,599 

(19) 

(787) 

9,565 

(18) 

(787) 

Total  Statewide  Present  Law  Adjustments 

$9,793 

$8,760 

DP  6001  -  Records  Storage 

0.00                   991 

0 

0 

991 

0.00 

1,982 

0 

0 

1,982 

Total  Other  Present  Law  Adjustments 

0.00                 $991 

SO 

SO 

$991 

0.00 

$1,982 

$0 

$0 

$1,982 

Grand  Total  All  Present  Law  Adjustments 

$10,784 

$10,742 

The  increase  in  personal  service  costs  of  $10,599  in  FY  2006  and  $9,565  in  FY  2007  is  mostly  due  to:  a)  pay  and 
benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  b)  a  pay  raise  for  the 
Clerk  of  Court  in  the  amount  of  $  1 ,245  in  each  fiscal  year  as  per  a  regional  survey;  and  c)  the  25  cent  per  hour  pay 
increase  for  each  staff  member  as  approved  by  the  2003  Legislature. 


1  111) 

1  COMMENT 

Vacancy  savings  was  not  applied  to  this  program.  Please  refer  to  the  "Agency  Issues"  section  of  the 
overview  for  additional  discussion. 

DP  6001  -  Records  Storage  -  The  executive  requests  $991  for  FY  2006  and  $1,982  for  FY  2007  for  a  total  of  $2,973  for 
the  2007  biennium  for  records  storage.  Section  3-2-402,  MCA  requires  that  the  Clerk  of  the  Supreme  Court  be 
responsible  for  the  retention  of  Supreme  Court  records.  The  clerk's  vault  has  capacity  to  house  approximately  three 
calendar  years  of  Supreme  Court  case  files.  At  the  end  of  June  2004,  the  clerk's  vault  reached  its  storage  capacity  and 
the  clerk  is  preparing  to  transfer  closed  cases  from  the  years  2001  and  2002  to  Records  Management  under  the  Secretary 
of  State.  The  clerk  estimates  that  560  additional  boxes  of  information  would  be  transferred  to  the  Records  Management 
facility,  which  charges  a  storage  fee  for  each  box. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  (16-07 

FTE 

60.00 

(143) 

1.00 

59.57 

(143) 

1.00 

59.57 

59.57 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

2,925,593 

1,456,701 

0 

0 

534,328 
156,969 

9,789,803 
0 

94,807 

5,193 

0 

0 

3,554,728 

1,618,863 

9,789,803 

0 

526,474 

37,687 

0 

0 

94,513 

5,487 

0 

0 

3,546,580 

1,499,875 

0 

0 

7,101,308 

3,118,738 

9,789,803 

0 

Total  Costs 

$4^82,294 

$10,481,100 

$100,000 

$14,963394 

$564,161 

$100,000 

$5,046,455 

$20,009,849 

General  Fund 
State/Other  Special 
Federal  Special 

4,226,670 

45,247 
110,377 

505,919 

9,971,549 

3,632 

100,000 
0 
0 

4,832,589 

10,016,796 

114,009 

444,236 

116,336 

3,589 

100,000 
0 
0 

4,770,906 
161,583 
113,966 

9,603,495 

10,178,379 

227,975 

Total  Funds 

$4,382,294 

$10,481,100 

$100,000 

$14,963394 

$564,161 

$100,000 

$5,046,455 

$20,009,849 

Agency  Description 

The  Office  of  the  Governor  exists  under  authority  granted  in  Article  VI  of  the  Montana  Constitution.  The  Governor  has 
constitutional  and  statutory  authority  to  administer  the  affairs  of  the  State  of  Montana.  The  Governor  appoints  all 
military  and  civil  officers  of  the  state  whose  appointments  are  provided  for  by  statute  or  the  constitution,  grants  reprieves 
and  pardons,  and  serves  on  various  boards  and  commissions.  The  Governor  approves  or  vetoes  legislation,  reports  to  the 
legislature  on  the  condition  of  the  state,  and  submits  a  biennial  executive  budget.  The  Governor  also  represents  the  state 
in  relations  with  other  governments  and  the  public. 

Agency  Highlights 


Governor's  Office 
Major  Budget  Highlights 


$9.8  million  spending  authority  is  requested  for  workforce  training  and 

economic  development  grants 

Three  factors  cause  decreases  of  about  $1.4  million  from  the  2005 

biennium: 

•  The  elimination  of  FTE  as  part  of  the  statewide  FTE 
reduction  and  to  fund  the  Office  of  Budget  and  Program 
Planning  broadband  pay  plan 

•  Present  law  adjustments 

•  A  discontinued  appropriation  in  federal  funding  for  the 
Office  of  Indian  Affairs 


Major  LFD  Issues 


Future  funding  for  the  Commissioner  of  the  Board  of  Public  Education 

position 

One-time-only  funding  for  computer  replacement  /  upgrades 

$188,000  federal  special  revenue  in  the  Mental  Disabilities  Board  of 

Visitors'  budget  may  not  be  available 
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Funding 

The  following  table  summarized  funding  for  the  agency,  by  program  source  as  recommended  by  the  Governor.  Funding 
for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed 

Spec. 

Grand  Total 

Total  % 

01  Executive  Office  Program 

$    4,988,314 

$   10,138,379     $ 

- 

$15,126,693 

75.6% 

02  Mansion  Maintenance  Program 

172,922 

- 

- 

172,922 

0.9% 

03  Air  Transportation  Program 

388,783 

40,000 

- 

428,783 

2.1% 

04  Ofc  Budget  &  Program  Planning 

2,676,691 

- 

- 

2,676,691 

13.4% 

05  Coordinator  Of  Indian  Affairs 

263,069 

- 

- 

263,069 

1.3% 

12  Lieutenant  Governor's  Office 

543,318 

- 

- 

543,318 

2.7% 

16  Citizens'  Advocate  Office 

139,147 

- 

40,000 

179,147 

0.9% 

20  Mental  Disabilities  Bd  Visitrs 
Grand  Total 

431.251 
$    9,603,495 

. 

187.975 
227,975 

619.226 

$20,009,849 

3.1% 
100.0% 

$   10,178,379     $ 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Law 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 

Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FTE 

58.57 

1.00 

59.57 

58.57 

1.00 

59.57 

60.00 

59.57 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

3,459,921 

1,613,670 

9,789,803 

0 

94,807 

5,193 

0 

0 

3,554,728 

1,618,863 

9,789,803 

0 

3,452,067 

1,494,388 

0 

0 

94,513 

5,487 

0 

0 

3,546,580 

1,499,875 

0 

0 

6,282,067 

5,312,026 

9,789,803 

0 

7,101,308 
3,118,738 
9,789,803 

0 

Total  Costs 

$14,863,394 

$100,000 

$14,963,394 

$4,946,455 

$100,000 

$5,046,455 

$21,383,896 

$20,009,849 

General  Fund 
State/Other  Special 
Federal  Special 

4,732,589 

10,016,796 

1 14,009 

100,000 
0 
0 

4,832,589 

10,016,796 

1 14,009 

4,670,906 
161,583 
113,966 

100,000 
0 
0 

4,770,906 
161,583 
113,966 

8,818,012 
10,344,585 
2,221,299 

9,603,495 

10,178,379 

227,975 

Total  Funds 

$14,863,394 

$100,000 

$14,963,394 

$4,946,455 

$100,000 

$5,046,455 

$21,383,896 

$20,009,849 

Supplemental  Appropriations 

The  Governor's  Office  requests  up  to  $253,000  in  supplemental  funding  to  pay  out-going  staff.   The  exact  number  of 
out-going  staff  members  is  not  known  at  the  time  of  this  writing. 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

pjs 

cal  2006 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
Program               FTE                 Fund 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  7  -  Board  of  Education  Staff  Person 

01                  1.00             100,000 

Total                  1.00           $100,000 

0 

so 

0 
$0 

100,000 
$100,000 

1.00 
1.00 

100,000 
$100,000 

0 

so 

0 
$0 

100,000 
$100,000 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

25.00 

(0.37) 

1.00 

25.63 

(0.37) 

1. 00 

25.63 

25.63 

Personal  Services 
Operating  Expenses 
Grants 

1,231,191 

993,697 

0 

290,235 

1 1 3,284 

9.789,803 

94,807 

5,193 

0 

1,616,233 
1,112,174 
9,789,803 

286,336 

(2,741) 

0 

94,513 

5,487 

0 

1,612,040 

996,443 

0 

3,228,273 
2,108,617 
9,789,803 

Total  Costs 

$2,224,888 

$10,193322 

$100,000 

$12318310 

$283395 

$100,000 

$2,608,483 

$15,126,693 

General  Fund 
State/Other  Special 
Federal  Special 

2,224,888 
0 
0 

196,526 

9,996,796 

0 

100,000 
0 
0 

2,521,414 

9,996,796 

0 

142,012 
141,583 

0 

100,000 
0 
0 

2,466,900 
141,583 

0 

4,988,314 

10,138,379 

0 

Total  Funds 

$2,224,888 

$10,193322 

$100,000 

$12318,210 

$283395 

$100,000 

$2,608,483 

$15,126,693 

Program  Description 

The  Executive  Office  Program  aids  the  Governor  in  overseeing  and  coordinating  the  activities  of  the  executive  branch  of 
Montana  state  government.  The  program  provides  administrative,  legal,  and  press  support  and  provides  centralized 
services  for  the  Office  of  the  Governor.  The  Executive  Office  Program  also  administers  programs  with  special  impact  on 
the  citizens  and  governmental  concerns  of  Montana.  Special  programs  include  the  Office  of  Economic  Opportunity, 
which  was  created  to  strengthen  the  foundations  of  the  state's  business  environment  and  diversify  and  expand  existing 
economic  endeavors  to  achieve  long-term  economic  stability;  and  workforce  development  activities  funded  by  the 
Workforce  Training  Act  that  assists  community  economic  development  by  providing  training  for  existing  workers  and 
incentives  for  businesses  to  locate  and  expand  within  the  state.  The  act  expires  on  June  30,  2007. 

Program  Highlights 


Executive  Office  Program 
Major  Budget  Highlights 


Funding  increase  of  $10  million  due  to: 

•  The  Workforce  Training  Act 

•  Statewide  present  law  adjustments 

•  Proposed  funding  of  $100,000  for  a  Commissioner  of 
Education 


Major  LFD  Issues 


Future  funding  for  the  Commissioner  of  the  Board  of  Education 
Position 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  Governor. 


Program  Funding  Table 
Executive  Office  Program 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


01 100  General  Fund  $     2,224,888 
02166  Economic  Dev  Workforce  Develop 

02787  Workforce  Training  : 

Grand  Total  $_    2,224,888 


100.0%     $    2,521,414 

9,924,616 

:  72,180 


100.0%    $  12,518,210 


20.1%  $  2,466,900  94.6% 

79.3%  69,603  2.7% 

0.6%  71.980  2.8% 

100.0%  $  2,608,483  100.0% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

FTE 

Fis 

General 
Fund 

cal  2006- 

-iscal  2007- 
State 
Special 

State 

Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

373,882 

(59,777) 

(1,088) 

30,371 

369,742 

(59,613) 

(1,057) 

(1.590) 

Total  Statewide  Present  Law  Adjustments 

$343388 

$307,482 

DP  1  -  Computer  Replacement  Schedule 

0.00              40,736 

DP  2  -  HB564  Spending  Authority 

0.00                      0 

DP  3  -  Statewide  FTE  Reduction 

0 
9,854,803 

0 
0 

40,736 
9,854,803 

0.00 
0.00 

21,641 
0 

0 
0 

0 
0 

21,641 
0 

(0.37) 
DP  4  -  Decrease  Operating  Expenses 

0.00 
DP  5  -  Extradition  of  Prisoners 

(23,870) 
(77,535) 

0 
0 

0 
0 

(23,870) 

(77,535) 

(0.37) 
0.00 

(23,793) 
(77,535) 

0 
0 

0 
0 

(23,793) 
(77,535) 

0.00              40,800 
DP  6  -  Executive  Staff  Operating  Adjustments 

0.00               15,000 

0 
0 

0 
0 

40,800 
15,000 

0.00 
0.00 

40,800 
15,000 

0 
0 

0 
0 

40,800 
15,000 

Total  Other  Present  Law  Adjustments 

(0J7)            ($4369) 

$9,854,803 

SO 

$9^494*34 

(0J7) 

($23,887) 

$0 

$0 

($23,887) 

Grand  Total  All  Present  Law  Adjustments 

$10,193322 

$283395 

III) 

COMMKNT 


The  increase  in  personal  services  primarily  reflects  four  positions  in  the  Office  of  Economic 
Development  that  were  vacant  and  not  in  the  base,  but  are  included  in  the  budget  for  the  2007 
biennium.  Other  increases  are  due  to  the  employee  pay  plan  and  increases  for  elected  officials  based 

on  the  statutorily  requested  survey  of  other  states,  combining  and  reclassification  of  positions,  and  present  law 

adjustments.         


DP  1  -  Computer  Replacement  Schedule  -  The  executive  recommends  general  fund  increases  of  $40,736  in  FY  2006  and 
$21,641  in  FY  2007  for  computer  replacement  in  all  programs  of  the  Governor's  Office.  This  follows  the  state-standard 
of  replacement  /  upgrade  for  computers  every  four  years. 
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The  request  is  for  32  replacements  in  FY  2006,  and  17  in  FY  2007.  There  are  61  computers  in  the 
Governor's  Office  and  49  of  them  will  be  replaced  or  upgraded  in  the  2007  biennium  at  an  average  of 
$1,300  each.  Using  the  four-year  cycle,  next  biennium  the  Governor's  Office  should  only  have  to  address 
13  computers  for  about  $17,000.  If  approved,  the  legislature  may  want  to  designate  the  FY  2006  funding 
as  one-time-only. 


LI  I) 
ISSUE 


DP  2  -  HB  564  Spending  Authority  -  The  executive  recommends  a  biennial  state  special  revenue  proposal  of 
approximately  $9.85  million  to  support  workforce  development  activities  and  to  oversee  the  Workforce  Training  Act 
established  by  the  2003  Legislature  in  HB  564. 


LID 
COMMENT 


HB  564  created  the  private  sector  Business  Workforce  Training  Act  to  assist  community  economic 
development  by  providing  training  for  existing  workers  and  incentives  for  businesses  to  locate  and 
expand  within  the  state.  The  act  expires  on  June  30,  2007. 


The  program  allows  private  sector  businesses  that  create  at  least  10  new  jobs  in  Montana  to  apply  for  workforce  training 
grants.  The  grants  can  be  up  to  a  maximum  of  $5,000  per  job  and  can  only  be  used  for  training  of  Montana  workers. 
The  grants  are  funded  through  the  Montana  Board  of  Investments  INTERCAP  Loan  Program  (formerly  called  the 
Intermediate  Capital  Financing  Revolving  Loan  Program).  Funds  are  loaned  to  the  Governor's  Office  of  Economic 
Development  and  in  turn  given  as  grants  to  qualifying  companies.  Subsequently,  the  incremental  individual  income  tax 
revenues  from  the  newly-created  Montana  jobs  are  transferred  by  the  Department  of  Revenue  to  the  Governor's  Office 
of  Economic  Development  in  order  to  repay  the  INTERCAP  loans.  Transfers  cease  once  the  INTERCAP  loans  are 
repaid. _______ 


III) 
ISSUE 


There  are  five  applications  at  the  Office  of  Economic  Opportunity,  as  of  December  2,  2004,  that  are 
attached  to  the  2005  biennial  authority  for  workforce  development  funds.  No  action  has  been  taken  on 
these  applications.  Additionally,  because  of  issues  raised  by  the  Legislative  Auditor's  Office,  the 
executive  director  of  the  State  Board  of  Investments  voices  the  following  concern: 


"Based  on  the  Legislative  Auditor's  concern  that  INTERCAP  loans  to  state  agencies  may  actually  be  state  debt1,  we  (the 
Board  of  Investments)  will  not  be  funding  any  of  these  loans  until  such  time  as  the  legislature  addresses  the  issue  and 
solves  any  problems  that  may  exist  with  INTERCAP  loans  to  state  agencies.  The  Board  of  Investments  currently  does 
not  have  any  outstanding  INTERCAP  loans  for  this  program." 

Given  the  activity  surrounding  the  mechanism  upon  which  the  request  is  based,  the  legislature  may  want  to  defer  any 
action  on  DP  2  until  resolution  of  the  INTERCAP  loan  issue. 


DP  3  -  Statewide  FTE  Reduction  -  This  decision  package  implements  an  FTE  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  This  0.37  FTE  and  approximately  $24,000  general  fund  per  year  are  removed  from 
the  budget  permanently. 


LID 
COMMENT 


During  the  last  session  the  legislature  reduced  the  agency's  funding  by  the  equivalent  of  0.37  FTE, 
but  did  not  reduce  the  FTE.  DP-3  permanently  eliminates  funding  and  a  personal  staff  position 
within  the  Office  of  Economic  Opportunity. 


1  Article  VIII,  Section  8  of  the  Montana  Constitution  states,  No  state  debt  shall  be  created  unless  authorized  by  a  two-thirds  vote  of 
the  members  of  each  house  of  the  legislature  or  a  majority  of  the  electors  voting  thereon."  According  to  the  state's  bond  counsel, 
state  debt  is  the  incurring  of  an  obligation  for  which  repayment  extends  beyond  the  existing  budgeting  and  reporting  period,  and  for 
which  the  source  of  repayment  is  revenue  derived  from  the  state's  taxing  power. 
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DP  4  -  Decrease  Operating  Expenses  -  The  executive  recommends  a  reduction  in  operating  expenses  related  to  the  Office 
of  Economic  Opportunity,  which  had  vacancies  in  FY  2004  that  caused  the  office  to  use  contracted  services  in  order  to 
complete  work  projects.  This  request  would  reduce  operating  expenditures  related  to  those  contracts  by  $77,535  general 
fund  each  year  of  the  biennium.  Existing  staff  will  work  on  these  projects  in  the  2007  biennium. 


LID 
COM1MKNT 


When  budgets  are  developed,  all  FTE,  even  those  that  were  vacant  for  a  period  of  time  in  the  base 
year,  are  fully  funded  in  the  2007  biennium,  minus  a  standard  vacancy  savings  rate.  Therefore,  the 
positions  that  would  perform  this  work  are  funded  in  the  budget. 


DP  5  -  Extradition  of  Prisoners  -  In  FY  2004,  the  Extradition  of  Prisoners  Program  exceeded  its  budget  authority  by 
$40,800.  Funds  received  from  the  federal  government  Jobs  and  Tax  Relief  Act  of  2003  funded  this  shortfall.  The 
executive  recommends  a  funding  increase  in  the  amount  of  the  shortfall,  which  reflects  actual  costs  of  this  program  based 
upon  requests  for  payment  from  local  governments  to  extradite  prisoners. 


Under  46-30-411,  MCA  the  state  is  presented  the  bill  from  local  governments  for  the  transport  of 
individuals  charged  with  serious  crimes  both  directions  between  a  pick  up  spot  and  the  trial  location. 
The  state  is  charged  by  law  to  audit  and  pay  the  bill.   However,  the  state  has  no  control  over  the 
variable  costs  driven  by  caseload  and  cost  of  transport. 


LFD 

COM  M  KM 


As  a  means  to  help  stabihze  the  costs,  the  state  entered  into  a  contract  with  TransCor  America  to  transport  prisoners  in 
the  northwest  via  their  shuttle  service.  The  monthly  charge  is  $18,500,  split  between  the  Governor's  Office  and  the 
Department  of  Corrections.  The  contract  expires  June  30,  2005.  The  cost  of  a  new  contract  has  not  been  negotiated  at 
this  time.  The  biennial  budget  contains  the  Governor's  Office  share  of  $9,250  per  month  for  the  contract,  and  the  actual 
costs  for  extradition  of  youth  or  seriously  ill  offenders  who  cannot  travel  in  the  shuttle. 


DP  6  -  Executive  Staff  Operating  Adjustments  -  This  request  adds  $15,000  general  fund  authority  in  both  years  of  the 
2007  biennium  for  travel  and  operating  adjustments  to  the  Executive  Office  Program.  This  will  allow  the  new 
administration  to  have  the  same  operating  budget  as  the  FY  2000  level,  which  represents  a  more  historically  typical 
level. 

New  Proposals 


New  Proposals 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  7  -  Board  of  Education  Staff  Person 

01              1.00             100,000 

Total              1.00           $100,000 

0 

$0 

0 

$0 

100,000 

$100,000 

1.00 
1.00 

100,000 

$100,000 

0 

$0 

0 

$0 

100,000 
$100,000 

DP  7  -  Board  of  Education  Staff  Person  -  The  Governor  is  the  chairman  of  the  Board  of  Education,  which  is  comprised 
of  the  members  of  the  Board  of  Regents  and  the  Board  of  Public  Education.  The  constitution  gives  the  "joint"  Board  of 
Education  the  responsibility  for  long-range  planning,  coordinating  and  evaluating  policies  and  programs  for  the  state's 
educational  systems,  and  submitting  a  unified  budget.  The  Board  of  Education  has  relied  on  the  staff  of  the  Governor's 
Office,  the  Board  of  Regents,  the  Office  of  Public  Instruction  and  the  Board  of  Public  Education  for  any  work  it  needs. 
The  Governor  proposes  to  add  a  1.00  FTE  Commissioner  of  Education  for  the  Board  of  Education  to  provide 
coordination,  direction,  and  follow-through  on  Board  of  Education  policies. 
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1SSUK 


Currently,  all  expenses  of  the  joint  Board  of  Education  are  funded  within  the  budget  of  the  Board  of  Public 
Education  and  the  Board  of  Regents. 

There  are  two  issues  for  consideration:  1)  funding;  and  2)  position  description. 


There  is  a  state  special  revenue  account  for  use  by  the  Board  of  Public  Education,  the  research  fund,  which  is  funded 
with  $2.00  out  of  every  $6.00  teacher  certification  fee.  This  account  was  originally  destined  for  special  or  research 
projects.  As  a  means  to  adequately  fund  the  activities  of  the  Board  of  Public  Education,  and  not  further  impact  the 
general  fund,  the  2003  Legislature  expanded  the  use  of  the  research  fund  through  20-4-109,  MCA,  by  adding  'other 
constitutional  and  statutory  duties  undertaken  by  the  Board  of  Public  Education'  to  the  statute. 

The  following  chart  shows  the  projected  status  of  the  account  through  the  2007  biennium. 


Figure  1 

Research  Fund  -  Board  of  Public  Education 

FY  2002  through  FY  2007 


Component 


Actual 
FY  2002 


Actual 
FY  2003 


Actual 
FY  2004 


Projected 
FY  2005 


Projected    Projected 
FY  2006     FY  2007 


Beginning  Fund  Balance 

Revenues 

Expenditures 
Administration 
Advisory  Council 
Total  Expenditures 

Adjustments 

Ending  Fund  Balance 

December  10,  2004 


$69,314 
53,005 


$87,706  $120,039 
56,606   55,572 


$132,024 
57,128 


$113,769 
58,628 


$93,409 
60,128 


12,041 
27,673 

0 
24,273 

0 
43,588 

15,015 
60,368 

17,988 
61,000 

17,988 
60,000 

39,714 

24,273 

43,588 

75,383 

78,988 

77,988 

5,101 

1 

$87,706 

$120,039 

$132,024 

$113,769 

$93,409 

$75,549 

As  shown,  the  account  is  expected  to  have  a  large  balance  at  the  end  of  the  2007  biennium.  If  the  legislature  funds  this 
position,  it  might  want  to  consider  the  following  options: 

•  Option  A  -  Fund  a  portion  of  this  position,  for  the  2007  biennium,  with  the  research  fund  balance 
commensurate  with  the  Board  of  Public  Education  (50  percent) 

•  Option  B  -  Fund  the  position  with  general  fund 

Job  Description 

The  position  is  being  requested  as  an  elected  official  personal  staff  position  and  exempt  from  the  classification  system. 
The  job  duties  are  expected  to  fluctuate  from  administration  to  administration. 

To  ensure  that  the  services  to  the  state  meet  the  cost  of  the  position,  the  legislature  may  want  to  request  a  job  description 
and  plan  for  funding  the  position  beyond  FY  2007. 


An  issue  associated  with  the  use  of  the  research  fund  for  potential  costs  associated  with  the  school  funding  lawsuit  ruling 
is  also  included  in  the  Board  of  Public  Education.  For  further  information,  see  that  agency  in  Section  E,  Volume  4,  of 
the  Legislative  Budget  Analysis  2007  Biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

1.50 

0.00 

0.00 

1.50 

0.00 

0.00 

1.50 

1.50 

Personal  Services 
Operating  Expenses 

53,188 
16,295 

(1,570) 
18,614 

0 

0 

51,618 
34,909 

(1,696) 
18,608 

0 
0 

51,492 
34,903 

103,110 
69,812 

Total  Costs 

$69,483 

$17,044 

$0 

$86,527 

$16,912 

$0 

$86,395 

$172,922 

General  Fund 

69,483 

17,044 

0 

86,527 

16,912 

0 

86,395 

172,922 

Total  Funds 

$69,483 

$17,044 

$0 

$86,527 

$16,912 

$0 

$86^95 

$172,922 

Program  Description 

The  Mansion  Maintenance  Program  maintains  the  Governor's  official  residence. 


Program  Highlights 


Mansion  Maintenance 
Major  Budget  Highlights 


General  fund  increase  over  the  biennium  are  due  to  a  decision  package 
bringing  the  Governor's  mansion  maintenance  fee  to  the  FY  2000 
level 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Mansion  Maintenance  Prog 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$      69.483           100.0%     $      86.527 
$      69,483           100.0%     $      86,527 

100.0% 
100.0% 

$      86.395 
$      86,395 

100.0% 
100.0% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fis 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 

Funds 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Fixed  Costs 

581 

(2,151) 

114 

444 

(2,145) 

108 

Total  Statewide  Present  Law  Adjustments 

($1,456) 

($1,588) 

DP  1  -  Mansion  Operating  Expenses 

0.00                18,500 

0 

0 

18,500 

0.00 

18,500 

0 

0 

18,500 

Total  Other  Present  Law  Adjustments 

0.00             $18,500 

$0 

$0 

$18,50(1 

0.00 

$18,500 

$0 

$0 

$18,500 

Grand  Total  All  Present  Law  Adjustments 

$17,044 

$16,912 

DP  1  -  Mansion  Operating  Expenses  -  -  The  executive  recommends  adding  $18,500  general  fund  each  year  of  the 
biennium  back  into  the  operating  budget  for  the  Governor's  mansion.  The  request  would  restore  the  operating  budget  for 
the  mansion  to  the  FY  2000  level. 


LID 

issui: 


The  Governor's  office  has  not  provided  any  documentation  that  would  indicate  either  why  the  funds 
were  needed  or  what  necessary  services  or  maintenance  could  not  be  addressed  in  the  2005  biennium 
budget. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

1.00 

0.00 

0.00 

1.00 

0.00 

0.00 

1.00 

1.00 

Personal  Services 
Operating  Expenses 

30,278 
173,422 

10,170 

547 

0 
0 

40,448 
173,969 

10,123 
543 

0 
0 

40,401 
173,965 

80,849 
347,934 

Total  Costs 

$203,700 

$10,717 

$0 

$214,417 

$10,666 

$0 

$214366 

$428,783 

General  Fund 
State/Other  Special 

170,040 
33,660 

24,377 
(13,660) 

0 
0 

194,417 
20,000 

24,326 
(13,660) 

0 
0 

194,366 

20,000 

388,783 
40,000 

Total  Funds 

$203,700 

$10,717 

$0 

$214,417 

$10,666 

$0 

$214366 

$428,783 

Program  Description 

The  Air  Transportation  Program  provides  the  Governor  with  air  transportation. 


Program  Highlights 


Air  Transportation  Program 
Major  Budget  Highlights 


General  fund  increase  due  to  statewide  present  law  adjustments  and  a 
reduction  in  aircraft  rental  estimates,  which  decreases  special  revenue 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Air  Transportation  Progr 

Base 

%  of  Base         Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004         FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     170,040 

83.5%     $     194,417 

90.7% 

$     194,366 

90.7% 

02693  Air  Transportation  Special  Rev 

33,660 

16.5%            20,000 

9.3% 

20,000 

9.3% 

Grand  Total 

$    203,700 

100.0%     $    214,417 

100.0% 

$    214,366 

100.0% 

The  program  is  funded  with  general  fund  and  state  special  revenue  from  rental  charges  to  other  state  agencies  for  use  of 
the  Governor's  airplane. 


LF1) 
COMMENT 


Fuel  for  the  aircraft  may  be  under-funded.  The  line  item  for  gasoline  is  unchanged  from  the  base  year 
budget  of  $38,087.  According  to  the  program  manager,  the  average  aircraft  use  per  year  is  about  225 
hours,  or  $169  per  hour  flight  time  expense  if  the  base  budget  amount  is  used.  The  state  aircraft  burns 
between  60  and  65  gallons  per  hour.  Aircraft  fuel  has  increased  from  $2.35  to  $2.90  per  gallon.  65  gallons  at  $2.90  per 
gallon  equals  $188.50  per  hour,  which  comes  to  $42,412  for  the  year  if  the  aircraft  is  used  for  225  hours. 
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COM M KM 

Cont. 


State  special  revenue  is  based  upon  the  amount  of  time  the  aircraft  is  available  for  other  agencies  to 
rent  during  the  base  year.  Agencies  are  presently  charged  $375  per  hour  when  renting  the  state 
aircraft.  The  fee  includes  the  direct  physical  cost  for  flying  the  aircraft,  gasoline  expense,  and  an 
industry  standard  amount  for  engine  overhaul  and  major  maintenance. 


Presently,  there  is  no  mechanism  in  place  to  fund  additional  fuel  for  the  aircraft,  or  to  make  up  for  any  lost  aircraft  rental 
should  the  plane  be  in  use  and  unavailable  for  use  by  other  agencies.  As  of  mid  December  2005,  there  is  $36,000  in  the 
special  revenue  account.  The  Governor  recommends  authority  of  $40,000  over  the  biennium.  Should  no  rental  income 
materialize,  the  Governor's  Office  would  cut  back  to  operate  within  the  budget. 

The  legislature  might  want  to  recommend  a  rental  increase  of  $19  per  hour  to  cover  the  increase  in  gasoline  from  $169 
per  hour  to  $1 88  per  hour. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Fixed  Costs 

1 1 ,855 

(1,685) 

547 

11,806 

(1,683) 

543 

Total  Statewide  Present  Law  Adjustments 

$10,717 

$10,666 

Grand  Total  All  Present  Law  Adjustments 

$10,717 

Slu.f.w 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

20.00 

(1.00) 

0.00 

19.00 

(1.00) 

0.00 

19.00 

19.00 

Personal  Services 
Operating  Expenses 
Transfers 

1,034,136 

135,419 

0 

153,630 

17,978 

0 

0 
0 
0 

1,187,766 

153,397 

0 

151,410 

14,563 

0 

0 
0 
0 

1,185,546 

149,982 

0 

2,373,312 

303,379 

0 

Total  Costs 

$1,169,555 

$171,608 

$0 

$1341,163 

$165,973 

$0 

$1335,528 

$2,676,691 

General  Fund 

1,169,555 

171,608 

0 

1,341,163 

165,973 

0 

1,335,528 

2,676,691 

State/Other  Special 
Federal  Special 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

Total  Funds 

$1,169,555 

$171,608 

$0 

$1,341,163 

$165,973 

$0 

$1335,528 

$2,676,691 

Program  Description 

The  Office  of  Budget  and  Program  Planning  (OBPP)  assists  the  Governor  in  preparing  the  Governor's  executive  budget 
and  administering  the  state  government  budget.  In  addition,  the  OBPP  prepares  and  monitors  revenue  estimates  and 
collections,  prepares  and  publishes  fiscal  notes  on  proposed  legislation  and  initiatives,  and  acts  as  approving  authority  for 
operational  plan  changes,  program  transfers,  and  budget  amendments  in  the  executive  branch,  in  accordance  with  Title 
17,  Chapter  7,  MCA.  OBPP  acts  as  the  lead  executive  branch  agency  for  compliance  with  the  federal  Single  Audit  Act. 

Program  Highlights 


Office  of  Budget  and  Program  Planning 
_] Major  Budget  Highlights 


General  fund  increases  due  to  statewide  present  law  adjustments  and 
legislative  session  costs  that  are  partially  offset  by  a  reduction  of  1 .0 
FTE  due  to: 

•  0.64  FTE  reduction  to  fund  the  office's  broadband  pay 
plan 

•  0.36  FTE  as  a  permanent  statewide  FTE  reduction 
The  Governor  recommends  language  appropriations  for: 

•  An  energy  cost  contingency 

•  Authority  to  expend  worker's  compensation  dividends 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Office  of  Budget  &  Program  Planning 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget       %  of  Budget 
FY  2007         FY  2007 


0 1 1 00  General  Fund    $1,169,555 


Grand  Total 


uiflua 


100.0%     $1,341.163 

mum  s uii.im 


100.0%     $  1.33S.S28 
IMiflft    i UiiXi 


100.0% 


OBPP  is  funded  entirely  with  general  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

cal  2006 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

252,884 

(51,480) 

(49) 

18,027 

250,42<) 

(51,384) 

(47) 

2,110 

Total  Statewide  Present  Law  Adjustments 

$219,382 

$201,108 

DP  4  -  Statewide  FTE  Reduction 

(0.36)             (15,692) 
DP  102  -  Eliminate  OBPP  FTE  /  Broadband 

(0.64)            (32,082) 
DP  104  -  OBPP  Session  Costs 

0.00                        0 

0 
0 
0 

0 
0 
0 

(15,692) 

(32,082) 

0 

(0.36) 

(0.64) 

0.00 

(15,641) 

(31,994) 

12,500 

0 
0 
0 

0 
0 
0 

(15,641) 

(31,994) 

12,500 

Total  Other  Present  Law  Adjustments 

(1.00)            ($47,774) 

SO 

$0 

($47,774) 

(1.00) 

($35,135) 

$0 

$0 

($35,135) 

Grand  Total  All  Present  Law  Adjustments 

$171,608 

$165,973 

DP  4  -  Statewide  FTE  Reduction  -  The  executive  recommends  a  permanent  reduction  of  0.36  FTE  and  approximately 
$15,000  general  fund  per  year,  which  is  equivalent  to  the  reductions  taken  in  the  2003  legislative  session. 


Ill) 
COMMENT 


During  the  last  session,  the  legislature  reduced  the  agency's  funding  by  the  equivalent  0.35  FTE,  but 
did  not  reduce  the  FTE.  DP  4  permanently  eliminates  funding. 


DP  102  -  Eliminate  OBPP  FTE  /  Broadband  -  The  Executive  recommends  a  reduction  of  0.64  FTE  to  fund  the  OBPP 
alternative  pay  plan  adjustments  of  approximately  $64,076  general  fund  for  the  biennium. 
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LID 
COMMENT 


Pay  plan  increases  for  OBPP  staff  were  implemented  during  FY  2002  through  the  broadband  pay 
plan,  developed  by  the  Personnel  Division  of  the  Department  of  Administration,  under  the  authority 
of  2-18-303,  MCA.  The  broadband  pay  plan  places  FTE  into  fewer  position  classifications  with 
wider  ranges  between  minimum  and  maximum  pay  levels,  with  a  goal  of  providing  a  tool  to  retain  and  recruit  quality 
staff.  Under  the  broadband  pay  plan,  funding  was  not  provided  by  the  legislature  for  associated  pay  increases,  so  1 .00 
FTE  was  eliminated  to  fund  the  pay  plan  for  the  2005  biennium 

DP  102  eliminates  FTE  to  fund  the  pay  plan  for  the  2007  biennium,  taking  the  staff  count  from  20  FTE  to  19  FTE.  For 
the  2007  biennium,  OBPP  intends  to  allocate  workload  among  present  staff.  As  of  mid  December  2005,  a  plan 
addressing  funding  of  the  broadband  pay  plan  beyond  FY  2007  had  not  been  developed.  In  preparation  for  the  next 
biennium,  the  legislature  might  want  to  request  a  report  about  how  the  agency  intends  to  continue  to  fund  the  broadband 
pay  plan  without  impacting  the  balance  of  staff  to  workload.        


LID 
COMMENT 


Costs  for  printing  the  executive  budget  always  appear  in  the  second  year  of  the  biennium  and  are 
not  included  in  the  base  budget.  Printing  costs  are  added  each  budget  cycle  to  the  non-base  year. 


DP  104  -  OBPP  Session  Costs  -  The  budget  includes  a  request  of  $12,500  in  the  second  year  of  the  biennium  for  costs 
association  with  cyclical  printing  of  the  executive  budget. 


Language 

The  following  is  a  request  for  a  language  appropriation 

"If  the  natural  gas  rates  in  the  state's  contract  are  greater  than  1 8  percent  higher  than  the  FY  2004  rates  in  FY  2006  and 
12  percent  higher  than  the  FY  2004  rates  in  FY  2007,  or  if  the  electricity  default  supplier  rates  are  greater  than  1  percent 
higher  than  the  FY  2004  rates  in  FY  2006  and  2  percent  higher  than  the  FY  2004  rates  in  FY  2007,  then  OBPP  is 
appropriated  $1.7  million  general  fund,  $920,000  state  special  revenue  and  $1,080,000  federal  special  revenue  for  the 
2007  biennium.  OBPP  shall  equitably  distribute  the  funds  to  state  agencies  based  upon  each  funds  proportional  share  of 
the  increased  costs." 


LID 
COMMENT 


Natural  gas  rates 

The  executive  budget  includes  an  inflationary  increase  on  base  natural  gas  expenditures  of  18 
percent  in  FY  2006  and  12  percent  in  FY  2007,  and  an  inflationary  increase  on  base  electricity  rates 
of  1  percent  and  2  percent  respectively.  The  executive  is  requesting  the  authority  to  allocate  up  to 
$1.7  million  in  general  fund  and  $2.0  million  other  funds  as  a  contingency,  should  natural  gas  prices  rise  by  more  than 
these  amounts.  The  following  figure  shows  total  natural  gas  and  electricity  expenditures  of  state  government  (HB  2)  in 
FY  2004,  and  the  amount  requested  in  FY  2006  and  FY  2007  for  all  agencies  in  the  executive  budget. 


The  state  has  negotiated  natural  gas  rates  for  a  multi-year  period  in  the 
past.  However,  given  the  volatility  of  energy  prices,  the  state  has  also 
entered  into  shorter-term  contracts.  The  state  currently  has  a  contract 
through  the  end  of  the  2005  biennium.  There  is  currently  no  contract 
for  the  2007  biennium,  and  it  is  not  clear  what  time  period  the  next 
contract  will  cover. 


Figure  2 
Electricty  and  Natural  Gas  Expenditures 


Actual 
FY  2004 


■  Requested - 
FY  2006  FY  2007 


Electricity 
Natural  Gas 

Grand  Total 


$4,696,154 
2,209,668 


$4,949,855     $5,028,193 
2,684,494       2,553,412 

$7,634,349     $7,581,605 


Legislators  may  wish  to  address  the  following  points  in  the  language: 

1)   The  entire  amount  of  the  appropriation  would  be  provided,  no  matter  how  much  natural  gas  or  electricity  rates 

increase  over  the  trigger  amounts.    For  example,  OBPP  would  be  appropriated  $1.7  million  of  general  fund 

whether  the  rates  were  either  1  or  30  percent  higher  than  the  inflation  factor  amounts. 
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2)  Because  the  language  provides  a  distribution  based  entirely  on  how  much  of  either  general  fund  or 
other  funds  the  agency  spends  in  total,  it  does  not  take  into  consideration  whether  ?ny  agencies 
could  absorb  any  of  the  costs 

3)  The  language  does  not  provide  a  reporting  mechanism  to  an  appropriate  interim  committee 

4)  It  specifies  that  the  appropriation  would  only  be  made  if  natural  gas  rates  are  greater  than  18  percent  higher  than 
the  FY  2004  rates  in  FY  2006  and  12  percent  higher  than  the  FY  2004  rates  in  FY  2007,  which  might  impact 
whether  the  funds  could  be  used  in  FY  2006  if  contracts  are  signed  on  a  year-by-year  basis 

If  the  legislature  wishes  to  make  this  appropriation,  it  may  wish  to  adjust  the  language  to: 

•  Provide  a  stepped  appropriation,  depending  upon  the  degree  to  which  natural  gas  price  increases  are  not 
addressed  in  the  current  budget 

•  Provide  a  mechanism  directing  that  agencies  must  apply  for  the  funds  and  be  awarded  any  share  of  the 
appropriation  based  upon  need 

•  Require  that  the  Governor's  Office  report  all  distributions  to  the  Legislative  Finance  Committee 

•  Provide  a  yearly  trigger  mechanism 

Additionally,  the  legislature  may  wish  to  consider  that,  because  it  is  a  language  appropriation,  these  amounts  would  not 
appear  in  the  totals  for  HB2.  Therefore,  if  the  legislature  wishes  to  make  this  appropriation,  it  may  wish  to: 

•  Provide  a  restricted  appropriation  in  HB  2  for  the  purpose  of  distribution  to  agencies  if  the  natural  gas  price 
increase  trigger  is  met 


The  following  is  a  request  for  language  for  an  appropriation  to  spend  state  fund  dividends. 

"OBPP  is  appropriated  the  amount  of  revenue  deposited  in  the  state  general  fund  from  (worker's  compensation)  state 
fund  dividends  by  all  agencies  in  the  state  up  to  a  maximum  of  $250,000.  OBPP  is  appropriated  the  amount  of  state 
special  revenue  deposited  in  the  state  special  fund  by  all  agencies  in  the  state  up  to  a  maximum  of  $250,000  from  state 
fund  dividends.  These  appropriations  are  restricted  to  the  purpose  of  reducing  long-term  expenditures  on  worker's  comp 
insurance,  providing  a  safer  work  environment,  or  offsetting  increases  in  rates  beyond  approved  budget  levels. 
Appropriation  transfers  to  agencies  may  only  take  place  after  the  OBPP  and  Department  of  Administration  Risk 
Management  and  Tort  Defense,  and  the  Montana  State  Fund  approve  a  plan  for  expenditure." 
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The  state  fund  has  provided  dividends  to  state  agencies  totaling  $143,237  in  FY  2002,  $22,483  in 
FY  2003,  and  $33,067  in  FY  2004,  which  were  recorded  in  agency's  non-budgeted  general  fund  or 
state  special  revenue  account.  At  the  conclusion  of  FY  2004,  the  $33,067  in  the  dividend  account 
included  $16,228  in  general  fund  and  $16,839  in  state  special  revenue.  Agencies  do  not  have  authority  to  spend  theses 
funds.  The  executive  is  proposing  that  the  legislature  allow  them  to  transfer  any  of  the  dividend  funds  to  agencies  for  the 
purpose  of  activities  that  would  reduce  their  workers  compensation  rates  in  the  future. 

According  to  OBPP  staff,  the  dividend  amount  is  projected  to  vary  greatly  between  agencies.  The  $250,000  maximum 
represents  a  midpoint,  based  upon  a  historical  snapshot  across  state  agencies. 

If  the  legislature  wishes  to  provide  this  authorization,  it  may  wish  to  clarify  two  points  in  the  language: 

1)  The  executive  has  not  indicated  how  they  would  allocate  the  funds.  For  example,  would  an  agency  receive  no 
more  than  they  would  have  received  in  a  dividend,  or  would  funds  be  allocated  based  upon  severity  of  safety 
issues? 

2)  The  language  as  proposed  does  not  specify  a  time  period  during  which  any  dividends  are  counted,  implying  that 
dividends  received  in  any  biennium  would  be  transferred  to  agencies. 

In  addition,  since  the  expenditure  should  result  in  savings  greater  than  the  cost  to  the  general  fund  and  other  funds,  the 
legislature  may  wish  to  have  the  Governor  report  on  the  savings  directly  attributable  to  the  increased  expenditures  to  the 
General  Government  and  Transportation  Subcommittee  of  the  2007  Legislature. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

2.00 

0.00 

0.00 

2.00 

0.00 

0.00 

2.00 

2.00 

Personal  Services 
Operating  Expenses 

49,902 
30,998 

56,870 
(6,095) 

0 
0 

106,772 
24,903 

56,557 
(6,063) 

0 
0 

106,459 
24,935 

213,231 
49,838 

Total  Costs 

$80,900 

$50,775 

$0 

$131,675 

$50,494 

$0 

$131394 

$263,069 

General  Fund 
State/Other  Special 
Federal  Special 

69,313 

11,587 

0 

62,362 

(11,587) 

0 

0 
0 
0 

131,675 
0 
0 

62,081 

(11,587) 

0 

0 
0 
0 

131,394 
0 
0 

263,069 
0 
0 

Total  Funds 

$80,900 

$50,775 

$0 

$131,675 

$50,494 

$0 

$131,394 

$263,069 

Program  Description 

The  Coordinator  of  Indian  Affairs  Program  serves  as  the  Governor's  liaison  with  state  Indian  tribes,  provides  information 
and  policy  support  on  issues  confronting  the  Indians  of  Montana,  and  advises  and  makes  recommendations  on  these 
issues  to  the  legislative  and  executive  branches.  The  coordinator  also  serves  the  Montana  congressional  delegation  as  an 
advisor  and  intermediary  in  the  field  of  Indian  affairs  and  acts  as  spokesperson  for  representative  Native  American 
organizations  and  groups,  both  public  and  private,  whenever  that  support  is  requested.  The  program  is  mandated  by  2- 
15-217  and  90-1 1-101,  MCA. 


Program  Highlights 


Coordinator  of  Indian  Affairs 
Major  Budget  Highlights 


General  fund  increases  due  to  present  law  adjustments  and  restoration 
of  the  Coordinator  of  Indian  Affairs  position  and  related  travel 


Program  Narrative 

The  1999  Legislature  created  the  State-Tribal  Economic  Development  Commission  for  the  general  purpose  of  enabling 
economic  development  on  the  state  Indian  reservations.  The  legislature  provided  an  appropriation  of  $200,000  general 
fund  to  create  a  state  special  revenue  account  to  provide  funding  for  various  statutorily  established  activities  of  the 
commission.  The  commission  was  also  appropriated  $7  million  in  federal  funds  for  activities  of  the  commission.  The 
act  creating  the  commission  and  outlining  a  number  of  requirements  was  to  expire  at  the  end  of  the  2001  biennium.  The 
2001  Legislature  extended  the  commission  until  the  end  of  the  2005  biennium.  The  2001  and  2003  Legislatures  re- 
appropriated  the  balance  in  the  state  special  revenue  account  for  expenditure  during  the  2005  biennium.  However,  since 
its  inception,  few  funds  have  been  expended.  The  account  had  a  beginning  balance  for  FY  2004  of  $154,706.  The 
balance  at  the  end  of  FY  2004  was  $144,809. 

The  executive  proposes  to  eliminate  all  expenditures  from  the  base  because  the  legislation  authorizing  the  commission  is 
due  to  expire  at  the  end  of  the  2005  biennium.  This  action  will  return  the  balance  to  $154,706.  Without  legislation  to 
extend  the  commission,  the  balance  in  the  state  special  revenue  account  will  revert  to  the  general  fund  account  at  the  end 
of  FY  2005.  The  Interim  Committee  on  State-Tribal  Relations  presently  intends  to  carry  legislation  to  continue  the 
authority  to  expend  funds  beyond  the  2005  biennium. 
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The  Governor's  budget  for  the  commission  includes  funding  for  a  previously  vacant  Coordinator  of  Indian  Affairs 
position,  and  for  travel. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Coordinator  Of  Indian  Affairs 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 

FY  2007 

01 100  General  Fund 
02939  State-Tribal  Economic  Devel 
Grand  Total 

$      69,313             85.7%     $     131,675 
11.587             14.3% 

100.0% 

$     131,394 

100.0% 

$      80,900           100.0%     $     131,675 

100.0% 

$     131,394 

100.0% 

The  program  is  funded  with  a  combination  of  general  fund  and  state  special  revenue  authority  from  the  state-tribal 
economic  development  account.  The  authority  to  expend  the  funds  terminates  June  30,  2005. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

61,319 

(4,449) 

(32) 

524 

60.99? 

(4,436) 
(31) 
555 

Total  Statewide  Present  Law  Adjustments 

$57,362 

$57,081 

DP  1  -  Eliminate  Indian  Econ  Devel  Expenditures  from  Base 

0.00                        0             (11,587) 

DP  2  -  Coordinator  Travel  Expenses 

0.00                 5,000                        0 

0 
0 

(11,587) 
5,000 

0.00 
0.00 

0 
5,000 

(11,587) 

0 

0 
0 

(11.587) 
5,000 

Total  Other  Present  Law  Adjustments 

0.00              S5,000 

($11,587) 

so 

($6,587) 

0.00 

$5,000 

($11,587) 

$0 

($6387) 

Grand  Total  All  Presenl  Law  Adjustments 

$50,775 

$50,494 

DP  1  -  Eliminate  Indian  Econ  Devel  Expenditures  from  Base  -  The  budget  includes  a  reduction  of  approximately 
$12,000  for  the  State-Tribal  Economic  Development  Commission  for  each  fiscal  year,  which  was  established  under  90- 
1-131,  MCA,  and  expires  June  30,  2005. 

DP  2  -  Coordinator  Travel  Expenses  -  The  Coordinator  of  Indian  Affairs  position  has  been  vacant  since  2002.  This 
request  of  $5,000  general  fund  each  year  of  the  biennium  would  restore  the  travel  budget  allowing  the  new  coordinator  to 
complete  anticipated  travel. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

4.00 

(0.06) 

0.00 

3.94 

(0.06) 

0.00 

3.94 

3.94 

Personal  Services 
Operating  Expenses 

210,095 
33,768 

27,175 
912 

0 
0 

237,270 
34,680 

26,471 
1,034 

0 
0 

236,566 
34,802 

473,836 
69,482 

Total  Costs 

$243,863 

$28,087 

$0 

$271,950 

$27^05 

$0 

$271368 

$543318 

General  Fund 

243,863 

28,087 

0 

271,950 

27,505 

0 

271,368 

543,318 

Total  Funds 

$243,863 

$28,087 

$0 

$271,950 

$27,505 

$0 

$271J68 

$543318 

Program  Description 

The  Office  of  the  Lieutenant  Governor  is  responsible  for  carrying  out  duties  prescribed  by  statute  established  by  Article 
VI,  Section  4  of  the  Montana  Constitution,  as  well  as  those  delegated  by  the  Governor.  Statutory  authority  is  Title  2, 
Chapter  15,  part  3,  MCA. 

Program  Highlights 


Lieutenant  Governor's  Office 
Major  Budget  Highlights 


•     General  fund  is  increased  by  statewide  present  law  adjustments  that 
are  slightly  offset  by  a  decision  package  to  reduce  0.06  FTE 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Lieutenant  Governor's  Office 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$    243.863           100.0%     $    271.950 
$    243,863           100.0%     $    271,950 

100.0% 
100.0% 

$    271.368 
$    271,368 

100.0% 
100.0% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

-      -     Fis^l  ?00fi   - 

General 
FTE                  Fund 

State 

Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

37,188 

(6,568) 

(444) 

1,356 

36,455 

(6,550) 

(427) 

1,461 

Total  Statewide  Present  Law  Adjustments 

$31,532 

$30,939 

DP  1  -  Statewide  FTE  Reduction 

(0.06)              (3,445) 

0 

0 

(3,445) 

(0.06) 

(3,434) 

0 

0 

(3,434) 

Total  Other  Present  Law  Adjustments 

(0.06)             ($3,445) 

SO 

SO 

($3,445) 

(0.06) 

($3,434) 

$0 

$0 

($3,434) 

Grand  Total  All  Present  Law  Adjustments 

$28,087 

$27,505 

DP  1  -  Statewide  FTE  Reduction  -  The  executive  recommends  a  decision  package  containing  an  FTE  reduction 
equivalent  to  the  reductions  taken  in  the  2003  legislative  session.  This  decision  package  would  permanently  remove  0.06 
FTE  and  approximately  $3,400  general  fund  per  year  from  the  budget. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

1.50 

0.00 

0.00 

1.50 

0.00 

9.00 

1.50 

1.50 

Personal  Services 
Operating  Expenses 

78,051 
11,610 

(100) 
114 

0 
0 

77,951 
11,724 

(298) 
109 

0 
0 

77,753 
11,719 

155,704 
23,443 

Total  Costs 

$89,661 

$14 

$0 

$89,675 

($189) 

$0 

$89,472 

$179,147 

General  Fund 
Federal  Special 

74,539 
15,122 

(4,864) 
4,878 

0 
0 

69,675 
20,000 

(5,067) 
4,878 

0 
0 

69,472 
20,000 

139,147 
40,000 

Total  Funds 

$89,661 

$14 

$0 

$89,675 

($189) 

$0 

$89,472 

$179,147 

Program  Description 

The  Citizens'  Advocate  Office  exists  to  provide  access  to  state  government  for  Montana  citizens.  The  office  provides 
information  to  citizens  and  functions  as  a  referral  service  for  public  comments,  suggestions,  and  requests  for  information. 
The  office  provides  a  toll-free  number  to  the  public. 

Program  Highlights 


Citizens  Advocate  Office 
Major  Budget  Highlights 


•  The  Governor  proposes  only  statewide  present  law  adjustments 

•  Additional  funds  anticipated  from  DPHHS  for  services,  reduce  general 


fund  use 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Citizens'  Advocate  Office 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01100  General  Fund 
03001  Governors  Office  Federal  Grnts 
Grand  Total 

$      74,539 

15.122 
$      89,661 

83.1%     $      69,675 

16.9%            20.000 

100.0%     $      89,675 

77.7% 

22.3% 

100.0% 

$      69,472 
20,000 

$       89,472 

77.6% 

22.4% 

100.0% 

The  office  is  funded  with  general  fund  and  federal  special  revenue  from  reimbursements  for  services  provided  by  the 
Advocate's  Office  to  the  Department  of  Public  Health  and  Human  Services  (DPHHS).  Services  include  answering  toll 
free  phone  calls  for  DPHHS  regarding  food  stamps  and  Medicaid  issues. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  ths  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis<"»1  ">iWi.  •■ 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 

Funds 

Personal  Services 
Vacancy  Savings 
Fixed  Costs 

3,148 

(3,248) 

114 

2,942 

(3,240) 

109 

Total  Statewide  Present  Law  Adjustments 

$14 

($189) 

Grand  Total  All  Present  Law  Adjustments 

$14 

($|S4| 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Hem 

Budget 
Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

5.00 

0.00 

0.00 

5.00 

0.00 

3.00 

5.00 

5.00 

Personal  Services 
Operating  Expenses 

238,752 
61,492 

(2,082) 
11,615 

0 
0 

236,670 
73,107 

(2,429) 
11,634 

0 
0 

236,323 
73,126 

472,993 
146,233 

Total  Costs 

$300,244 

$9,533 

$0 

$309,777 

$9,205 

$0 

$309,449 

$619426 

Genera!  Fund 
Federal  Special 

204,989 
95,255 

10,779 
(1,246) 

0 
0 

215,768 
94,009 

10,494 
(1,289) 

0 
0 

215,483 
93,966 

431,251 
187,975 

Total  Funds 

$300,244 

$9,533 

$0 

$309,777 

$9405 

$0 

$309,449 

$619,226 

Program  Description 

The  Mental  Disabilities  Board  of  Visitors  is  charged  with  reviewing  patient  care  at  Montana's  community  mental  health 
centers,  and  at  the  institutions  for  the  mentally  ill  and  the  developmentally  disabled.  The  board  provides  legal  services 
for  the  residents  at  those  institutions.  The  Governor  appoints  five  board  members  who  may  be  (but  are  not  required  to 
be)  consumers,  doctors  of  medicine,  or  behavioral  scientists.  The  board  employs  administrative  and  legal  staff  and 
contracts  with  medical  professionals  to  carry  out  its  responsibilities  for  patient  representation  and  facility  review.  The 
Mental  Disabilities  Board  of  Visitors  Program  was  created  by  the  Developmental  Disabilities  Act  of  1975  and  the  Mental 
Commitment  and  Treatment  Act  of  1975  and  exists  as  a  state  mandate. 


Program  Highlights 


Mental  Disabilities  Board  of  Visitors 
Major  Budget  Highlights 


Increases  in  general  fund  are  due  to  present  law  adjustments  and  a 
decision  package  to  increase  the  travel  budget 


Major  LFD  Issues 


Federal  special  revenue  is  likely  to  disappear 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Mental  Disabilities  Bd  Visitrs 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
03580  6901-93.778  -  Med  Adm  50% 
Grand  Total 

$    204,989 
95.255 

$     300,244 

68.3%     $    215,768 

31.7%            94.009 

100.0%     $    309,777 

69.7% 
30.3% 

100.0% 

$    215,483 
93.966 

$     309,449 

69.6% 

30.4% 

100.0% 
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The  office  is  funded  with  general  fund  and  federal  special  revenues  from  DPHHS  Medicaid  funding,  which  is  used  to 
pay  a  portion  of  the  personal  services  costs  of  the  mental  health  ombudsman. 


LID 
ISSUE 


The  federal  funding  of  $188,000  over  the  biennium  is  from  the  Department  of  Public  Health  and  Human 
Services  (DPHHS).  This  funding  is  governed  by  the  Center  for  Medicare  and  Medicaid  Service,  which 
is  examining  the  funding  associated  with  the  Board  of  Visitors  and  the  mental  health  ombudsman. 

Pending  the  results  of  the  examination,  there  is  a  possibility  that  this  funding  will  be  discontinued,  and  may  be 

retroactively  disallowed.  At  the  time  of  this  writing,  a  determination  has  not  been  reached. 

If  the  federal  funding  included  in  the  2007  biennium  request  is  disallowed,  OBPP  would: 

•  Replace  the  federal  special  funds  with  general  fund 

•  Reduce  appropriations 

•  Eliminate  the  ombudsman  position 

If  the  federal  funding  of  $190,871  used  in  the  2005  biennium  is  disallowed  retroactive  to  the  beginning  of  FY  2004,  the 
Governor's  Office  intends:  1)  to  replace  the  FY  2004  funds  with  funds  carried  forward  from  FY  2003,  approximately 
$90,000;  and  2)  request  supplemental  funding  for  the  FY  2005  funds. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                 Fund 

cal  2006 

State 

Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(9,862) 

(43) 

1,658 

7,418 

(9,847) 

(42) 

1,676 

Total  Statewide  Present  Law  Adjustments 

($467) 

($795) 

DP  1  -  Board  of  Visitors  Operating  Expenses 

0.00               10,000 

0 

0 

10,000 

0.00 

10,000 

0 

0 

10,000 

Total  Other  Present  Law  Adjustments 

0.00            $10,000 

so 

SO 

$10,000 

0.00 

$10,000 

$0 

$0 

$10,000 

Grand  Total  All  Present  Law  Adiustments 

$9,533 

$9,205 

DP  1  -  Board  of  Visitors  Operating  Expenses  -  This  request  of  $10,000  general  fund  each  year  of  the  biennium  would 
restore  the  program's  travel  and  operating  budget.  The  Board  of  Visitors  has  a  statutory  obligation  to  visit  Montana's 
public  mental  health  facilities. 


LIT) 
COMMENT 


The  $10,000  was  removed  in  the  budget  balancing  efforts  last  session.  The  request,  if  funded, 
would  cover  board  member  honorariums  as  well  as  board  and  staff  mileage,  lodging,  meals,  and 
travel. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 

source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

).00 

0.00 

0.00 

0.00 

0.00 

3.00 

0.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

0 
0 
0 

47,520 

5,040,085 

381,924 

0 
0 
0 

47,520 

5,040,085 

381,924 

47,520 

5,116,034 

393,382 

0 
0 
0 

47,520 

5,116,034 

393,382 

95,040 
10,156,119 

775,306 

Total  Costs 

SO 

$5,469,529 

$0 

$5,469,529 

$5356,936 

$0 

$5356,936 

$11,026,465 

Federal  Special 

0 

5,469,529 

0 

5,469,529 

5,556,936 

0 

5,556,936 

11,026,465 

Total  Funds 

$0 

$5,469,529 

$0 

$5,469,529 

$5356,936 

$0 

$5,556,936 

$11,026,465 

Agency  Description 

The  Office  of  the  Secretary  of  State: 

Interprets  state  election  laws  and  oversees  elections 

Maintains  the  official  records  of  the  executive  branch  and  the  acts  of  the  legislature 

Reviews,  maintains,  and  distributes  public-interest  records  of  businesses  and  nonprofit  organizations 

Files  administrative  rules  adopted  by  state  departments,  boards,  and  agencies 

Attests  to  the  Governor's  signature  on  executive  orders,  proclamations,  resolutions,  extradition  papers,  and 

appointments 

Preserves  the  state  seal 

Files  and  maintains  records  of  secured  financial  transactions,  such  as  liens 

Serves  on  the  state  Board  of  Land  Commissioners  and  the  Board  of  Examiners 

Commissions  notaries  public 

The  Office  of  the  Secretary  of  State  conducts  its  daily  operations  through  a  single  program,  the  Business  and 
Government  Services  Program.  Except  for  federal  funding  to  support  activities  under  the  Help  America  Vote  Act  of 
2002,  the  agency  operates  entirely  with  proprietary  funds  derived  from  fees  for  service. 


Agency  Highlights 


Office  of  Secretary  of  State 
Major  Budget  Highlights 


•  Funding  for  the  Help  America  Vote  Act  of  2002  would  add  $11.0 
million  federal  funds 

•  The  remainder  of  the  office's  funding  is  derived  from  non-budgeted 
proprietary  funds 


Funding 

The  operations  of  the  Secretary  of  State  are  funded  primarily  with  proprietary  funds  derived  from  fees  for  services, 
document  sales,  and  other  fees  established  in  statute.  Beginning  in  FY  2003,  the  federal  Help  America  Vote  Act  of  2002 
provided  federal  special  revenue  for  election  reform  initiatives.  However,  since  the  $1.4  million  federal  Help  America 
Vote  Act  of  2002  funds  that  were  expended  in  FY  2004  were  authorized  through  a  budget  amendment,  the  funding  was 
removed  from  the  base  when  developing  the  2007  biennium  budget.  As  such,  the  HB  2  tables  show  only  the  funding  for 
the  Help  America  Vote  Act  of  2002  requested  for  the  2007  biennium.  The  proprietary  funded  portion  of  the  program  is 
discussed  in  the  Proprietary  Rates  section. 
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Biennium  Budget  Comparison 


Biennium  Budget  Comparison 
Budget  Item 

Present 

Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

47,520 

5,040,085 

381,924 

0 
0 
0 

47,520 

5,040,085 

381,924 

47,520 

5,116,034 

393,382 

0 
0 
0 

47,520 

5,116,034 

393,382 

0 
0 
0 

95,040 
10,156,119 

775,306 

Total  Costs 

$5,469,529 

$0 

$5,469,529 

$5^56,936 

$0 

$5356,936 

$0 

$11,026,465 

Federal  Special 

5,469,529 

0 

5,469,529 

5,556,936 

0 

5,556,936 

0 

11,026,465 

Total  Funds 

$5,469,529 

$0 

$5,469,529 

$5^56,936 

$0 

$5356,936 

$0 

$11,026,465 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

DP  1  -  Help  America  Vote  Act 

0.00 

0 

0 

5,469,529 

5,469,529 

0.00 

0 

0 

5356,936 

5,556,936 

Total  Other  Present  Law  Adjustments 

0.00                    SO 

$0 

$5,469,529 

$5,469,529 

0.00 

$0 

$0 

$5356,936 

$5356,936 

Grand  Total  All  Present  Law  Adjustments 

$5,469,529 

$5356,936 

DP  1  -  Help  America  Vote  Act  -  An  increase  of  just  over  $11.0  million  federal  special  revenue  for  the  biennium  is 
requested  to  implement  requirements  of  the  Help  America  Vote  Act  of  2002  (HAVA).  The  funding  would  be  used  to 
develop  a  computerized  statewide  voter  registration  list  that  contains  the  name  and  registration  information  of  every 
legally  registered  voter  in  the  state  and  assigns  a  unique  identifier  to  each.  The  funding  would  be  spent  on:  1) 
technology  development  costs  for  the  system;  2)  advertising  costs  for  a  public  relations  effort  on  the  changes  to  voting  of 
HAVA;  3)  education  costs  for  local  government  voting  administration  personnel;  and  4)  personal  services  for  a  1 .00  FTE 
modified  position  to  coordinate  delivery  of  the  HAVA  requirements. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Office  of  the  Secretary  of  State  conducts  its  daily  operations  through  a  single  program,  the  Business  and 
Government  Services  Program.  The  Records  Management  Bureau  is  responsible  for  storing,  accessing,  microfilming, 
scanning,  preserving,  and  disposing  of  public  documents  generated  by  state  and  local  governments.  The  office 
administers  corporate  filings,  registers  assumed  names  and  trademarks,  processes  notary  public  registrations,  and 
administers  the  Administrative  Rules  of  Montana  (ARM)  and  the  Montana  Administrative  Register  (MAR).  The  office 
reviews,  approves,  maintains,  and  distributes  records  of  business  and  nonprofit  organizations,  and  registers  and  maintains 
records  of  secured  financial  transactions  under  the  Uniform  Commercial  Codes,  including  agricultural  products,  in 
accordance  with  the  Federal  Food  Security  Act  of  1985.  The  Secretary  of  State  serves  as  Montana's  chief  election 
official  and  is  responsible  for  the  interpretation  of  application  of  election  laws,  except  those  pertaining  to  campaign 
finance.  The  office  also  qualifies  candidates  for  the  ballot,  qualifies  initiatives  and  referendums  for  the  ballot,  certifies 
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the  language  and  form  of  the  ballot,  publishes  the  official  state  voter-information  pamphlet,  conducts  the  official  canvass 
of  election  results,  and  trains  local  election  officials. 


2007  Biennium  Report 

on  Internal  Service  and  Enterprise  Funds 

Budgeted 
FY07 

Fund       Fund  Name       Agency  # 
6053     SoS  Business         3201 
Services 

Agency  Name 
Secretary  of  State 

Program  Name 
Business  &  Government  Services 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Filing  Fees 
Administrative  Fees 
Photocopy  Fees  &  Certificates 
Intra-State  Fees 
Documents  Sold 
Miscellaneous  Receipts 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  1 3) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

2,442,291 
197,903 
126,739 
341,007 
134,210 
35,285 

2,514,819 
215,945 
119,057 
350,107 
125,671 
60,272 

2,636,198 
189,266 
107,875 
317,508 
111,096 
78,145 

2,394,394 
209,041 
131,508 
485,000 
141,511 
78,929 

2,512,384 
186,020 
120,355 
312,125 
114,007 
73,675 

2,533,225 
154,022 

96,711 
329,150 
109,015 

74,345 

3,277,434 

27,281 

492 

36,003 

3,385,870 
12,821 

48,849 

3,440,086 
14,252 

67,145 

3,440,383 
20,000 

157,858 

3,318,566 
60,000 

73,675 

3,296,468 
40,000 

74,345 

3,341,210 

1,563,926 
895,661 

3,447,540 

1,978,342 
1,419,359 

3,521,483 

1 ,886.459 
1,162,265 

3,618,241 

1,965,523 
1,445,377 

3,452.241 

1,955,553 
1,095,331 

3,410,813 

1,954,192 
1,209,762 

2,459,587 
881,623 

3,397,701 
49,839 

3,048,724 
472,759 

3,410,900 
207,341 

3,050,884 
401,357 

3,163,954 
246,859 

881,623 

49,839 
(94,761) 

472,759 

207,341 

401,357 

246,859 

881,623 

1,740,518 
(93,254) 

1,647,264 

(44,922) 
2,083,955 

2,083,955 

472,759 

1,996,904 
282 

1,997,186 

207,341 
2,516,187 

2,516,187 

401,357 
3,611,659 

3,611,659 

246,859 
3,899,341 

3,899,341 

2,528,887 

2,039,033 

2,469,945 

2,723,528 

4,013,016 

4,146,200 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

409,931 

566,284 

508,121 

568,483 

508,481 

527,326 

Proprietary  Revenues  and  Expenses 

The  Office  of  the  Secretary  of  State  administers  one  proprietary  fund.  Revenue  is  received  from  fees  charged  to:  1)  state 
agencies  for  managing  agency  records;  2)  businesses  and  corporations  for  corporate  filings,  and  registration  of  assumed 
business  names  and  trademarks;  3)  state  agencies  and  users  of  the  Administrative  Rules  of  Montana  (ARM)  for 
publishing  and  distributing  the  ARM  and  the  Montana  Administrative  Register  (MAR);  4)  candidates  who  file  for 
elections;  and  5)  Montana  citizens  who  apply  to  be  notaries. 
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The  office  has  attempted  to  balance  revenues  and  expenditures  by  streamlining  operations  and  reducing  fees.  Revenue 
fluctuations  are  due  to  a  combination  of  internal  fee  adjustments,  which  the  office  can  control,  and  business  registrations 
or  candidate  filings,  which  the  office  cannot  control.  The  annual  reports  workload  increased  by  32  percent  from  2001 
and  2003.  During  this  same  period  there  were  40,000  new  business  registrations.  Consequently,  there  is  some 
fluctuation  in  the  revenue  collected  from  business  registration  fees.  The  same  is  true  for  candidate  filings,  which  change 
from  election  to  election  depending  on  the  number  of  candidates  filing  for  office. 

The  figure  for  fund  06053  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007. 

Proprietary  Rate  Explanation 

Rates  are  based  upon  an  estimate  of  the  cost  to  provide  each  individual  service  and  a  comparison  of  fees  charged  for 
similar  services  in  other  states.  Fees  are  set  in  state  statute  or  established  through  the  Montana  Administrative  Procedure 
Act.  Because  the  proprietary  funded  portion  of  the  program  is  funded  with  an  enterprise  type  proprietary  fund,  the 
legislature  does  not  approve  fees  in  HB  2. 

The  fees  charged  by  the  office  are  shown  on  Figure  1  through  Figure  5  and  are  for  information  only. 
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Figure  1 

Secretary  of  State 

Fees  FY  2004  through  FY  2007 

Fee 

FY  2004  FY 

Records  Management 

16mm  microfilm  services  (per  1000  pages  or  any  portion  thereof) 

MRD-2  5"  x  8"  paperwork 

$34.12 

$34.12 

$34.12 

MRD-2  8  1/2"  x  U"  and  legal  (manual) 

67.57 

67.57 

67.57 

B  &  H  Auto  Exposure 

38.58 

38.58 

38.58 

8"  x  11"  or  8"  x  14"  paperwork  (rotary) 

30.00 

30.00 

30.00 

8"  x  1 1 "  or  8"  x  14"  computer  printout  (rotary) 

30.00 

30.00 

30.00 

extreme  size  and  weight  variance  (rotary) 

31.50 

31.50 

31.50 

cards  -  fixed  weight  and  color  (rotary) 

15.75 

15.75 

15.75 

cards  -  mixed  weight  and  color  (rotary) 

26.25 

26.25 

26.25 

35mm  microfilm  services  (per  1000  pages  or  any  portion  thereof) 

12"  x  12"  aerial  photos 

68.25 

68.25 

68.25 

16"  x  20"  bound  books 

63.00 

63.00 

63.00 

24"  x  34"  newspapers 

115.50 

115.50 

115.50 

24"  x  34"  bound  newspapers 

136.50 

136.50 

136.50 

48"  x  48"  blueprints/maps 

288.75 

288.75 

288.75 

105mm  microfilm  services  (per  1000  pages  or  any  portion  thereof) 

8"  x  11"  paperwork 

68.25 

68.25 

68.25 

8"  x  11"  or  8"  x  14"  computer  printout 

77.17 

77.17 

77.17 

cards  (per  1000) 

77.17 

77.17 

77.17 

16mm,  35mm,  and  105mm  minimum  filming  charge 

37.50 

37.50 

37.50 

Microfilm  processing 

16mm,  each  100  foot  roll 

3.62 

3.62 

3.62 

16mm,  each  215  foot  roll 

7.10 

7.10 

7.10 

35mm,  each  100  foot  roll 

6.35 

6.35 

6.35 

16mm,  each  3M  cartridge 

4.73 

4.73 

4.73 

Microfilm  inspection 

each  100  foot  roll  inspection 

3.65 

3.65 

3.65 

each  2 1 5  foot  roll  inspection 

5.23 

5.23 

5.23 

each  film  splice 

0.79 

0.79 

0.79 

each  3M  cartridge  load 

2.25 

2.25 

2.25 

Microfilm  duplicating 

16mm,  each  100  foot  roll 

6.81 

6.81 

6.81 

1 6mm,  each  2 1 5  foot  roll 

13.03 

13.03 

13.03 

35mm,  each  100  foot  roll 

9.21 

9.21 

9.21 

105mm,  each  microfiche  or  jacket 

0.16 

0.16 

0.16 

each  reader  or  printer  copy 

0.50 

0.50 

0.50 

16mm,  100  foot  roll  (silver) 

9.92 

9.92 

9.92 

35mm,  100  foot  roll  (silver) 

14.54 

14.54 

14.54 

photocopies/own  labor  (each  copy) 

0.10 

0.10 

0.10 

photocopies/our  labor  (each  copy) 

0.50 

0.50 

0.50 

Microfilm  jacket  loading 

16mm,  each  5  channel  jacket 

0.32 

0.32 

0.32 

agency's  own  jacket  (each) 

0.2887 

0.2887 

0.2887 

35mm,  1  and  2  channel  jacket  (each) 

0.3150 

0.3150 

0.3150 

loading  16mm  aperture  card  (each) 

0.2625 

0.2625 

0.2625 

jacket  title  (each) 

0.2625 

0.2625 

0.2625 

jacket  notching  (each) 

0.0525 

0.0525 

0.0525 

jacket  updating  (per  hour) 

18.00 

18.00 

18.00 
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Fee 


Figure  2 
Secretary  of  State 
Fees  FY  2004  through  FY  2007 
(continued) 


Microfilm  miscellaneous  fees 

fiche  title  (per  title) 

indexing  and  document  preparation  (per  hour) 

camera  rental  (per  day) 
Filming  miscellaneous  supplies 

each  NMI  reader  bulb 

16mm,  each  100  foot  roll  film 

16mm,  each  215  foot  roll  film 

35mm,  each  100  foot  roll  film 

each  box  of  splicing  tape 

jackets  (1  box  16mm/ 1000) 

fiche  envelopes  (1  box/1000) 

microfiche  reader/printer  (records  management  bureau  copies) 

microfiche  reader/printer  (agency  copies) 

postage/freight  (cost  based  on  actual  fee) 
State  records  center  service 

storage  per  square  foot,  per  month 

storage  per  cubic  foot,  per  month 

each  retrieval 

each  emergency  retrieval 

hourly  charge  for  large  retrievals,  delivery,  interfiling 

hourly  charge  for  records  disposal 

each  disk  pack  storage 

hourly  charge  for  shredding  confidential  records 

tape  storage  in  vault  (per  mch) 
Records  center  boxes 

standard  size  A    15"  x  12"  x  10" 

standard  size  B    15"  x  12"  x  4  1/2" 

drawing  and  map  storage  boxes  size  24"  x  12"  x  10" 
Imaging  services 

each  image 

hourly  charge  for  indexing  and  document  preparation 
Notary  Public 

Application  for  a  commission 

Application  fee  -  foreign  notary,  apostille  fees  and  federal  authority 
Candidate  for  Public  Office  Filing  Fees 

U.S.  Representative 

Govemor/Lt.  Governor 

Attorney  General 

State  Auditor 

Secretary  of  State 

Public  Service  Commission 

Superintendent  of  Public  Instruction 

Supreme  Court  Justice 

District  Court  Justice 

State  Legislature 


FY  2004   FY  2006   FY  2007 


$0.26 
18.00 
95.00 

10.75 

6.68 

12.95 

13.95 

15.00 

65.00 

37.50 

0.50 

0.25 


0.2565 

0.2950 

1.50 

6.25 

22.50 

22.50 

2.00 

23.05 

0.55 

1.34 
1.34 
1.34 

0.055 
18.00 

25.00 
10.00 

1,547.00 
1,598.13 
825.49 
722.85 
720.85 
741.85 
804.25 
954.93 
881.64 
15.00 


$0.26 
18.00 
95.00 

10.75 

6.68 

12.95 

13.95 

15.00 

65.00 

37.50 

0.50 

0.25 


0.2565 

0.2950 

1.50 

6.25 

22.50 

22.50 

2.00 

23.05 

0.55 

1.34 

1.34 
1.34 

0.055 
18.00 

25.00 
10.00 

1,547.00 
1,598.13 
825.49 
722.85 
720.85 
741.85 
804.25 
954.93 
881.64 
15.00 


$0.26 
18.00 
95.00 

10.75 

6.68 

12.95 

13.95 

15.00 

65.00 

37.50 

0.50 

0.25 


0.2565 

0.2950 

1.50 

6.25 

22.50 

22.50 

2.00 

23.05 

0.55 

1.34 
1.34 
1.34 

0.055 
18.00 

25.00 
10.00 

1,547.00 
1.598.13 
825.49 
722.85 
720.85 
741.85 
804.25 
954.93 
881.64 
15.00 
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Figure  3 

Secretary  of  State 

Fees  FY  2004  through  FY  2007 

(continued) 

Tee 

FY  2004 

FY  2006 

FY  2007" 

Business  Filing  Fees 

I.  CORPORATIONS 

Domestic  Filings  Articles  of  incorporation 

Profit 

$70.00 

$70.00 

$70.00 

Nonprofit 

20.00 

20.00 

20.00 

Articles  of  Correction 

15.00 

15.00 

15.00 

Articles  of  Amendment 

15.00 

15.00 

15.00 

Restated  Articles 

15.00 

15.00 

15.00 

Articles  of  Merger 

20.00 

20.00 

20.00 

Articles  of  Dissolution 

15.00 

15.00 

15.00 

Domestic  Business  Trust 

70.00 

70.00 

70.00 

Foreign  filings  Certificate  of  Authority 

Profit 

70.00 

70.00 

70.00 

Nonprofit 

20.00 

20.00 

20.00 

Amended  Certificate  of  Authority 

15.00 

15.00 

15.00 

Withdrawal 

15.00 

15.00 

15.00 

Registration  of  name 

10.00 

10.00 

10.00 

Renewal  of  name  registration  (per  year) 

10.00 

10.00 

10.00 

Foreign  Business  Trust 

70.00 

70.00 

70.00 

Both  Domestic  and  Foreign  filings- 

Name  Reservation 

10.00 

10.00 

10.00 

Transfer/Cancellation  of  Reserved  Name 

No  fee 

No  fee 

No  fee 

Cancellation  of  Foreign  Name  Registration 

15.00 

15.00 

15.00 

Statement  of  Change-  registered  office,  agent  or  both 

No  fee 

No  fee 

No  fee 

Annual  report  prior  to  April  1 5th 

15.00 

15.00 

15.00 

Annual  report  after  April  1 5th 

30.00 

30.00 

30.00 

Certificate  of  Existence  (Domestic) 

5.00 

5.00 

5.00 

Certificate  of  Authorization  (Foreign) 

5.00 

5.00 

5.00 

Certificate  of  Fact 

15.00 

15.00 

15.00 

Any  other  statement  or  report 

15.00 

15.00 

15.00 

U.  LIMITED  LIABILITY  COMPANIES 

Domestic  Filings- 

Articles  of  Organization  (Domestic  Filing) 

70.00 

70.00 

70.00 

Articles  of  Correction 

15.00 

15.00 

15.00 

Articles  of  Amendment 

15.00 

15.00 

15.00 

Restated  Articles 

15.00 

15.00 

15.00 

Articles  of  Merger 

20.00 

20.00 

20.00 

Application  for  Reviver 

15.00 

15.00 

15.00 

Articles  of  Revocation  of  Dissolution 

15.00 

15.00 

15.00 

Foreign  Filings- 

Certificate  of  Authority  (Foreign  filings) 

70.00 

70.00 

70.00 

Amended  Certificate  of  Authority 

15.00 

15.00 

15.00 

Withdrawal 

15.00 

15.00 

15.00 

Registration  of  Name 

10.00 

10.00 

10.00 

Renewal  of  Name  Registration  (per  year) 

10.00 

10.00 

10.00 

Both  Domestic  and  Foreign  Filings 

Name  Reservation 

10.00 

10.00 

10.00 

Transfer/  Cancellation  of  Name  Reservation 

No  fee 

No  fee 

No  fee 

Statement  of  Change-  registered  office,  agent  or  both 

No  fee 

No  fee 

No  fee 
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Figure  4 
Secretary  of  State 
Fees  FY  2004  through  FY 
(continued) 


2007 
KY  2004 


FY  2006   FY  2007 


Annual  report  prior  to  April  15th 
Annual  report  after  April  15th 
Any  other  statement  or  report 

III.  LIMITED  LIABILITY  PARTNERSHIPS 
Registration  of  Limited  Liability  Partnership 
Renewal  of  Registration 

Amendment  to  Registration 
Reservation  of  Name 
Cancellation  of  Registration 
Filing  of  any  other  statement 

IV.  ASSUMED  BUSINESS  NAME 
Registration  of  Assumed  Business  Name 

Partnership  Agreement/Statement  of  Partnership  Authority 

Renewal  of  Registration 

Amendment  to  Registration 

Reservation  of  Name 

Cancellation  of  Registration 

Filing  of  any  other  statement 

V.  LIMITED  PARTNERSHIPS 
Both  Domestic  and  Foreign  Filmgs 
Certificate  of  Limited  Partnership 
Certificate  of  Renewal  of  Limited  Partnership 
Amendment  of  Limited  Partnership 
Reservation  of  Limited  Partnership  Name 
Transfer  of  Name  Reservation 

Change  of  specified  agent  and/or  address 
Correction  or  Cancellation  of  Limited  Partnership 
Application  for  Reinstatement 
Any  filing  not  listed  above 

VI.  TRADEMARKS 
Registration  of  marie 
Renewal  of  mark 
Assignment  of  marie 
Cancellation  of  mark 
Filing  any  other  statement 

VII.  MISCELLANEOUS  CHARGES 
Certificate  of  Fact 

Copy  &  Certification  of  any  document 
Documents/copies  returned  by  fax  up  to  10  pgs 
Each  additional  page  over  10 
Priority  handling  for  all  other  documents/request 
Any  certificate  not  otherwise  provided  for 
Computerized  print-out  (print-out  of  10  or  less) 
Each  computerized  print-out  over  1 0 
Resignation  of  Registered  Agent 


15.00 
30.00 
15.00 

$20.00 
20.00 
20.00 
10.00 

No  fee 
15.00 

20.00 
20.00 
20.00 
20.00 
10.00 
No  fee 
15.00 


15.00 
30.00 
15.00 

$20.00 
20.00 
20.00 
10.00 

No  fee 
15.00 

20.00 
20.00 
20.00 
20.00 
10.00 
No  fee 
15.00 


20.00 

20.00 

15.00 

15.00 

15.00 

15.00 

10.00 

10.00 

No  fee 

No  fee 

No  fee 

No  fee 

15.00 

15.00 

15.00 

15.00 

15.00 

15.00 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

15.00 

15.00 

10.00 

10.00 

3.00 

3.00 

0.50 

0.50 

20.00 

20.00 

15.00 

15.00 

No  fee 

No  fee 

1.00 

1.00 

No  fee 

No  fee 

15.00 
30.00 
15.00 

$20.00 
20.00 
20.00 
10.00 

No  fee 
15.00 

20.00 
20.00 
20.00 
20.00 
10.00 
No  fee 
15.00 


20.00 
15.00 
15.00 
10.00 
No  fee 
No  fee 
15.00 
15.00 
15.00 

20.00 
20.00 
20.00 
20.00 
20.00 

15.00 

10.00 

3.00 

0.50 

20.00 

15.00 

No  fee 

1.00 

No  fee 
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Secretary  of  State 

Fees  FY  2004  through  FY  2007 

(continued) 

Fee 

FY  2004 

FY  2006 

FY  2007 

VIII.  UNIFORM  COMMERCIAL  CODE 

NEW  FILINGS 

UCC  Lien 

$7.00 

$7.00 

$7.00 

Agricultural  Lien 

7.00 

7.00 

7.00 

EFS  Lien 

7.00 

7.00 

7.00 

Transmitting  Utility  Lien 

7.00 

7.00 

7.00 

Federal  Tax  Lien 

7.00 

7.00 

7.00 

Notice  of  Child  Support  Lien 

7.00 

7.00 

7.00 

Crop  Lien  for  Seed  or  Grain 

7.00 

7.00 

7.00 

Crop  Lien  for  Hail  Insurance 

7.00 

7.00 

7.00 

Thresher's  Lien 

7.00 

7.00 

7.00 

Farm  Laborer's  Lien 

7.00 

7.00 

7.00 

Crop  or  Grain  Lien  for  Spraying  or  Dusting 

7.00 

7.00 

7.00 

Manufectured  Home  Transaction 

7.00 

7.00 

7.00 

Public  Finance  Transaction 

7.00 

7.00 

7.00 

AMENDMENTS 

Termination  Statement 

No  fee 

No  fee 

No  fee 

Continuation 

5.00 

5.00 

5.00 

Federal  Tax  Lien  Amendment 

7.00 

7.00 

7.00 

Add/Change/Delete  Debtor 

5.00 

5.00 

5.00 

Add/Change/Delete  Secured  Party 

5.00 

5.00 

5.00 

Add/Change/Delete  Collateral 

5.00 

5.00 

5.00 

Partial  Release 

5.00 

5.00 

5.00 

Assignment  (Full  or  Partial) 

5.00 

5.00 

5.00 

Subordination 

5.00 

5.00 

5.00 

SEARCH  AND  COPIES 

Debtor  Search  per  Name 

7.00 

7.00 

7.00 

Secured  Party  Search  per  Name 

7.00 

7.00 

7.00 

Copies  per  Page 

0.50 

0.50 

0.50 

MISCELLANEOUS  UCC  CHARGES 

Public  Access  Subscription  per  Month 

25.00 

25.00 

25.00 

Farm  Bill  Buyer  Master  List  PapeT 

Paper  (per  category) 

5.00 

5.00 

5.00 

Add  per  page  over  50 

0.10 

0.10 

0.10 

Farm  Bill  Buyer  Master  List  Microfiche 

Microfiche  (per  category) 

5.00 

5.00 

5.00 

Add  per  fiche  over  25 

0.20 

0.20 

0.20 

Microfiche  (alternative  fee  for  all  categories) 

9.20 

9.20 

9.20 

CD-ROM  (all  categories) 

20.00 

20.00 

20.00 

Administrative  Rules  of  Montana  Fees 

Administrative  Rules  of  Montana  (per  set) 

350.00 

350.00 

350.00 

Quarterly  updates  of  ARM  (per  year) 

250.00 

250.00 

250.00 

Extra  titles  (per  title,  multi-part  $125.00) 

50.00 

50.00 

50.00 

Quarterly  updates  of  extra  titles  (per  year  per  title) 

50.00 

50.00 

50.00 

Montana  Administrative  Register  (per  subscription ) 

300.00 

300.00 

300.00 

Agency  filing  fee  for  pages  of  register  publication  (per  page) 

40.00 

40.00 

40.00 

Binders  (per  binder) 

5.00 

5.00 

5.00 

Lapsed  subscription  fee  ARM  (per  subscription) 

50.00 

50.00 

50.00 

Lapsed  subscription  fee  extra  title  (per  title) 

10.00 

10.00 

10.00 

Fax  fee  - 10  pages  or  less  (first  10  pages) 

3.00 

3.00 

3.00 

Fax  fee  -  additional  pages  over  10  pages  (per  page) 

0.50 

0.50 

0.50 

Figure  5 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

5.00 

(1.00) 

0.00 

4.00 

(1.00) 

0.00 

4.00 

4.00 

Personal  Services 
Operating  Expenses 

184,827 
124,490 

3,837 
16,819 

0 
0 

188,664 
141,309 

4,333 
4,075 

0 
0 

189,160 
128,565 

377,824 
269,874 

Total  Costs 

$309317 

$20,656 

so 

$329,973 

$8,408 

$0 

$317,725 

$647,698 

General  Fund 

309,317 

20,656 

0 

329,973 

8,408 

0 

317,725 

647,698 

Total  Funds 

$309317 

$20,656 

$0 

$329,973 

$8,408 

$0 

$317,725 

$647,698 

Agency  Description 

The  Commissioner  of  Political  Practices  has  responsibilities  that  were  defined  by  a  legislative  initiative  in  1980  requiring 
disclosure  of  acts  by  lobbyists  and  business  interests  of  elected  officials.  The  commissioner  also  has  responsibility  for 
the  ethical  standards  of  conduct  for  legislators,  public  officers,  and  state  employees  pursuant  to  Title  2,  Chapter  2,  MCA. 

Agency  Highlights 


Commissioner  of  Political  Practices 
Major  Budget  Highlights 


Total  funding  is  2.3  percent  more  than  the  2005  biennium  due 

primarily  to  statewide  present  law  adjustments,  partially  offset  by  the 

reduction  of  1 .0  FTE,  and  a  $6,365  request  for  computer  replacement 

costs 

HB  3  includes  $9,619  for  payout  for  the  out  going  commissioner  in  FY 

2005 


Major  LFD  Issues 


One-time-only  funding  recommended  for  computer  replacement 


Agency  Discussion 

The  Commissioner  of  Political  Practices  (COPP)  addresses  its  duties  with  one  elected  official  and  four  staff  members. 
Activity  for  this  agency  varies  depending  upon  election  and  reporting  activity,  and  issues  related  to  ethical  standards  of 
conduct  for  legislators,  public  officers,  and  state  employees. 

As  of  November  2004,  COPP  had  13  complaints  on  the  docket,  which  are  handled  by  the  Agency  Legal  Service  Bureau 
or  outside  legal  counsel.  (The  Agency  Legal  Services  Bureau  in  the  Department  of  Justice  provides  legal  counsel  to  state 
government  officials  and  state  agencies  in  civil  actions  ranging  from  liability  lawsuits  to  personnel  issues.)  An  outside 
counsel  is  used  in  cases  where  there  is  conflict  of  interest,  and  is  presently  handling  two  cases.  Legal  fees,  projected  at 
$86,000  per  year,  account  for  26  percent  of  the  agency's  2007  biennium  budget.  The  annual  projected  amount  is  the 
same  as  the  2005  biennium,  which  is  $13,000  lower  than  the  2003  biennium  total. 
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The  number  of  people  paid  to  undertake  the  mandated  duties  drives  the  COPP  budget.   Salaries  represent  57  percent  of 
the  budget,  while  legal  counsel  is  26  percent,  and  operation  expenditures,  without  legal  fees,  is  17  percent. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  Governor. 


Program  Funding  Table 

Administration 

Base 
Program  Funding           FY  2004 

%  of  Base         Budget         %  of  Budget 
FY  2004          FY  2006           FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund     $     309.317 
Grand  Total                  $     309,317 

100.0%     $     329.973               100.0% 
100.0%     $     329,973               100.0% 

$     317.725 
$     317,725 

100.0% 
100.0% 

This  program  is  funded  with  general  fund.  A  small  amount  of  revenue  is  generated  from  nominal  fees  charged  for 
printing  and  distribution,  as  well  as  occasional  civil  fines  for  violation  of  campaign  laws.  Both  are  deposited  into  the 
general  fund.  Additionally,  the  commissioner  collects  the  $150  lobbyist  filing  fees,  $50  of  which  is  deposited  to  the 
general  fund  and  $100  to  a  state  special  revenue  account  that  is  appropriated  to  the  Legislative  Services  Division  to  fund 
the  state  broadcasting  system.  Total  deposited  revenues  for  statewide  broadcasting  in  FY  2004  were  $23,048. 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

4.00 

0.00 

4.00 

4.00 

0.00 

4.00 

5.00 

4.00 

Personal  Services 
Operating  Expenses 

188,664 
141,309 

0 
0 

188,664 
141,309 

189,160 
128,565 

0 
0 

189,160 
128,565 

376,365 
256,525 

377,824 
269,874 

Total  Costs 

$329,973 

$0 

$329,973 

$317,725 

$0 

$317,725 

$632,890 

$647,698 

General  Fund 

329,973 

0 

329,973 

317,725 

0 

317,725 

632,890 

647,698 

Total  Funds 

$329,973 

$0 

$329,973 

$317,725 

$0 

$317,725 

$632390 

$647,698 

Supplemental  Appropriations 

The  agency  requests  $9,619  as  a  supplemental  appropriation  from  HB  3  to  fund  the  payout  of  the  outgoing  commissioner 
in  FY  2005. 


LID 
COMMENT 


The  current  commissioner's  term  expires  on  December  31,  2004.  The  agency  requests  the 
supplemental  appropriation  to  cover  the  accrued  vacation  and  sick  leave  that  is  required  to  be  paid  to 
the  commissioner  at  the  end  of  the  commissioner's  single  six-year  term. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 

Special 

Federal 

Special 

Total 
Funds 

Personal  Services 
Fixed  Costs 

36,800 
10,454 

37,211 
4,075 

Total  Statewide  Present  Law  Adjustments 

$47,254 

$41,286 

DP  1  -  Computer  replacement 

0.00                 6,365 
DP  2  -  Permanent  FTE  Reduction 

0 

0 

6,365 

0.00 

0 

0 

0 

0 

(1.00)            (32,963) 

0 

0 

(32,963) 

(1.00) 

(32,878) 

0 

0 

(32,878) 

Total  Other  Present  Law  Adjustments 

(1.00)           (426,598) 

so 

$0 

($26,598) 

(1.00) 

($32,878) 

$0 

$0 

($32,878) 

Grand  Total  All  Present  Law  Adjustments 

$20,656 

$8,408 

DP  1  -  Computer  replacement  -  The  state  standard  for  computer  replacement  is  every  four  years.   The  budget  includes 
$6,365  general  fund  in  FY  2006  for  replacement  of  the  commissioner's  five  computer  stations  purchased  in  FY  2002. 


LFD 

COMMKNT 


In  accordance  with  its  technology  plan,  the  commission  requests  $6,000  to  replace  five  computers  to 
manage  the  expanding  data  base  and  disseminate  large  files  of  information  electronically  as  authorized 
in  SB  38  "to  provide  information  electronically  to  reduce  printing  and  mailing  costs". 


COMMKNT 


DP-1  does  not  represent  on-going  maintenance  costs.    The  legislature  may  wish  to  designate  this 
funding  as  one-time-only. 


DP  2  -  Permanent  FTE  Reduction  -  The  2003  Legislature  reduced  funding  for  this  agency.  This  proposal  makes  that 
budget  reduction  permanent  by  eliminating  1.0  FTE  and  approximately  $33,000  from  the  general  fund  each  year  of  the 
biennium. 


COMMENT 


During  the  last  session  the  legislature  reduced  the  agency's  funding  associated  with  a  data  manager 
position  by  $30,500  per  year,  but  did  not  reduce  the  FTE.  The  position  was  not  filled.  Staff  made 
business  procedure  adjustments,  reallocated  assignments,  and  developed  a  strategy  to  evaluate  ways  to 

decrease  data  entry  time.  DP-2  permanently  eliminates  funding  for  the  vacant  position,  reducing  the  agency's  total  FTE 

to  4.0. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 

source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

71.50 

0.00 

2.00 

73.50 

0.00 

2.00 

73.50 

73.50 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

3,096,095 

733,518 

573,215 

0 

242,016 

334,376 

0 

0 

95,850 

16,470 

0 

0 

3,433,961 

1,084,364 

573,215 

0 

240,982 

371,591 

0 

0 

95,578 

9,650 

0 

0 

3,432,655 

1,114,759 

573,215 

0 

6,866,616 

2,199,123 

1,146,430 

0 

Total  Costs 

$4,402,828 

$576^92 

$112^20 

$5,091340 

$612373 

$105328 

$5,120,629 

$10,212,169 

General  Fund 
State/Other  Special 

0 
4,402,828 

0 
576,392 

0 
112,320 

0 
5,091,540 

0 
612,573 

0 
105,228 

0 
5,120,629 

0 
10,212,169 

Federal  Special 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Funds 

$4,402,828 

$576392 

$112320 

$5,091340 

$612373 

$105,228 

$5,120,629 

$10,212,169 

Agency  Description 

The  Office  of  the  State  Auditor  is  authorized  under  Article  VI  of  the  Montana  Constitution.  The  State  Auditor  is  the  ex- 
officio  Commissioner  of  Insurance  and  Securities  and  is  responsible  for  licensing  and  regulating  insurance  companies 
and  agents,  and  registering  and  regulating  securities  dealers  in  the  state.  The  auditor  also  adopts  rules  and  administers 
reform  for  the  insurance  and  securities  industries  operating  in  the  state.  The  auditor  also  serves  as  a  member  of  the 
Board  of  Land  Commissioners  and  the  Crop  Hail  Insurance  Board. 

The  statutory  duties  of  the  State  Auditor  are  administered  from  three  divisions:  Central  Management,  Insurance,  and 
Securities.  The  State  Auditor  is  also  a  conduit  for  two  "pass  through"  programs  representing  about  $28  million  per  year: 
the  Forest  Reserve  Shared  Revenue,  and  the  Fire  and  Police  Retirement  Program.  The  federally  funded  Forest  Reserve 
Shared  Revenue  (17-3-211,  MCA)  generated  $12.4  million  in  FY  2004  for  counties  in  which  the  forest  reserve  is 
situated.  It  is  disbursed  through  a  state  special  revenue  account  in  the  same  name.  The  Fire  and  Police  Retirements 
Program  funds  are  from  general  insurance  (33-2-705,  MCA)  and  fire  insurance  premium  taxes  (50-3-109,  MCA). 
Funding  for  this  program  is  disbursed  from  the  general  fund.  In  FY  2004,  $15.6  million  went  to  the  Municipal  Police 
Officers'  Retirement  System;  Firefighters'  Unified  Retirement  System;  the  Volunteer  Fighters'  Compensation  Act;  local 
fire  department  relief  associations;  municipalities  with  police  department  trust  funds;  and  local  police  pension  funds  for 
supplemental  benefits. 

Agency  Highlights 


State  Auditor's  Office 
Major  Budget  Highlights 


Total  funding  increases  of  $782,000  over  the  2005  biennium  include: 

•  Statewide  present  law  adjustments 

•  A  request  for  2.0  FTE  in  rates  and  forms,  and  policyholder  services 
divisions 

•  Increased  funding  for  costs  associated  with  contract  examinations  of 
insurance  and  investment  companies,  the  Captive  Insurance  Program, 
and  increased  rent 
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Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 


Agency  Program 


01  Central  Management 

03  Insurance 

04  Securities 
Grand  Total 


State  Spec.        Grand  Total         Total  % 


1,163,354 
7,542,714 
1.506,101 


1,163,354 
7,542,714 
1,506,101 


$  10,212,169     $  10,212,169 


11.4% 

73.9% 

14.7% 

100.0% 


The  State  Auditor's  Office  receives  no  general  fund.  It  is  funded  from  state  special  revenue  generated  by  insurance  fees 
and  taxes  levied  on  the  insurance  industry  for  the  sale  of  insurance  policies  in  Montana,  and  security  fees  charged  to  the 
securities  industry  for  the  registration  of  securities  and  agents,  or  for  the  notice  of  a  federal  filing  of  a  federally  secured 
security.  Resident  and  non-resident  companies  or  individuals  conducting  insurance  or  security  business  in  Montana  are 
subject  to  fees.  Insurance  fees  and  taxes  are  deposited  into  a  special  revenue  account  under  the  same  name.  Fees 
generated  from  security  licenses  and  permits  are  deposited  into  the  special  revenue  security  fee  account.  In  accordance 
with  10-1-115,  MCA,  unspent  collections  from  this  account  are  deposited  to  the  general  fund.  Deposits  to  the  general 
fund  were  approximately  $2.1  million  in  FY  2004.  Consequently,  the  amount  of  these  funds  appropriated  to  and  spent 
by  the  office  has  a  direct  bearing  on  general  fund. 

Last  session  the  legislature  added  $1.3  million  in  restricted  funds  to  state  special  revenue  from  the  tobacco  settlement 
proceeds,  to  be  used  in  the  insurance  premium  assistance  program  for  unhealthy,  low-income  Montanans  that  is 
administered  by  the  Insurance  Division  under  33-22-1513,  MCA.  There  is  $573,215  in  each  year  of  the  2007  biennium 
for  use  in  this  program;  the  same  amount  as  appropriated  last  session. 


LID 
COMMENT 


In  1985  the  legislature  created  the  Montana  Comprehensive  Health  Association  (CHA)  to  insure 
Montana  residents  who  are  otherwise  considered  uninsurable  due  to  medical  conditions.  A  premium 
assistance  program  was  developed  to  help  residents  meeting  the  low-income  qualifications.  In 
accordance  with  17-6-606,  MCA,  17  percent  of  the  total  tobacco  settlement  funds  are  used  for  the  Children's  Health 
Insurance  Program,  CHA,  and  to  match  federal  Medicaid  money.  For  further  discussion  of  this  program  and  the 
proposed  Medicaid  redesign,  see  the  DPHHS  Overview  in  this  volume. 


Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 

Fiscal  04-05 

Exec.  Budget 

Fiscal  06-07 

FTE 

71.50 

2.00 

73.50 

71.50 

2.00 

73.50 

71.50 

73.50 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

3,338,111 

1,067,894 

573,215 

0 

95,850 

16,470 

0 

0 

3,433,961 

1,084,364 

573,215 

0 

3,337,077 

1,105,109 

573,215 

0 

95,578 

9,650 

0 

0 

3,432,655 

1,114,759 

573,215 

0 

6,333,120 

1,864,008 

1,232,815 

0 

6,866,616 

2,199,123 

1,146,430 

0 

Total  Costs 

$4,979,220 

$112,320 

$5,091,540 

$5,015,401 

$105,228 

$5,120,629 

$9,429,943 

$10,212,169 

General  Fund 
State/Other  Special 
Federal  Special 

0 

4,979,220 
0 

0 

112,320 

0 

0 

5,091,540 

0 

0 

5,015,401 

0 

0 

105,228 

0 

0 

5,120,629 

0 

0 

9,429,943 

0 

0 
10,212,169 

0 

Total  Funds 

$4,979,220 

$112,320 

$5,091,540 

$5,015,401 

$105,228 

$5,120,629 

$9,429,943 

$10,212,169 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Program                FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

. 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  303  -  Rates  and  Forms  FTE 
03                  1.00 

DP  304  -  Policyholder  Services  FTE 
03                  1.00 

Total                  2.00 

0 

0 

$0 

59,575 

52,745 

$112320 

0 

0 

$0 

59,575 

52,745 

$112^20 

1.00 
1.00 
2.00 

0 

0 

$0 

56,016 

49,212 

$105,228 

0 

0 

$0 

56,016 

49,212 

$105,228 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

10.00 

0.00 

0.00 

10.00 

0.00 

5.00 

10.00 

10.00 

Personal  Services 
Operating  Expenses 

435,843 
89,661 

53,264 
5,925 

0 
0 

489,107 
95,586 

51,945 
1,212 

0 
0 

487,788 
90,873 

976,895 
186,459 

Total  Costs 

$525,504 

$59,189 

$0 

$584,693 

$53,157 

$0 

$578,661 

$1,163J54 

State/Other  Special 

525,504 

59,189 

0 

584,693 

53,157 

0 

578,661 

1,163,354 

Total  Funds 

$525,504 

$59,189 

$0 

$584,693 

$53,157 

$0 

$578,661 

S1.163J54 

Program  Description 

The  Central  Management  Division  is  responsible  for  the  administrative,  personnel,  budgeting,  and  accounting  functions 
for  the  State  Auditor's  Office.  The  division  also  provides  support  to  the  auditor  in  fulfilling  the  duties  as  a  member  of  the 
state  land  and  hail  insurance  boards. 


Program  Highlights 


Central  Management  Division 
Major  Budget  Highlights 


•     Annual  increases  over  the  base  year  are  because  of  present  law 
adjustments  and  a  decision  package  to  increase  rent  by  2  percent. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Central  Management 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02235  Insurance  Fee  Account 
02283  Securities  Fee  Account 
Grand  Total 

$    495,301 

30.203 

$    525,504 

94.3%     $     550.734 

5.7%            33,959 

100.0%     $     584,693 

94.2% 

5.8% 

100.0% 

$     545,028 
33.633 

$     578,661 

94.2% 

5.8% 

100.0% 

This  program  is  funded  from  state  special  revenue  generated  by  fees  and  taxes  for  entities  conducting  insurance  and  or 
security  business  in  Montana  as  identified  and  defined  in  33-2-705  through  708,  MCA. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

69,924 

(16,660) 

(734) 

5,553 

68,561 

(16,616) 

(733) 

269 

Total  Statewide  Present  Law  Adjustments 

$58,083 

$51,481 

DP  101  -  Rent  Increase 

0.00                      0 

1,106 

0 

1,106 

0.00 

0 

1,676 

0 

1,676 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$1,106 

SO 

$1,106 

0.00 

$0 

$1,676 

$0 

$1,676 

Grand  Total  All  Present  Law  Adjustments 

$59,189 

$53,157 

LIT) 
COMMENT 


The  increases  in  personal  services  are  associated  with  raises  for  the  elected  official  (2-16-405,  MCA) 
and  personal  staff,  as  well  as  standard  state  raises  for  the  program's  non-personal  staff.  The  office  also 
reclassified  a  personnel  technician  position  to  a  specialized  human  resource  position  at  a  much  higher 

wage.  The  increase  in  salaries  for  the  2007  biennium  represents  $35,000  per  year  over  total  salaries  for  each  year  of  the 

2005  biennium. 


DP  101  -  Rent  Increase  -  The  state  of  Montana  entered  into  a  lease  contract  with  Montana  Children's  Home  and  Hospital 
for  office  space  for  the  State  Auditor's  Office.  This  is  a  1 0-year  lease  starting  on  January  1 5,  2000.  Per  the  contract,  the 
annual  rate  shall  escalate  2  percent  per  year.  This  request  is  for  the  2  percent  increase  based  upon  FY  2004  rates.  Rent 
for  FY  2004  will  be  $27,387. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

48.50 

0.00 

2.00 

50.50 

0.00 

2.00 

50.50 

50.50 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

2,134,568 

538,261 

573,215 

0 

133,211 

264,850 

0 

0 

95,850 

16,470 

0 

0 

2,363,629 

819,581 

573,215 

0 

134,358 

300,659 

0 

0 

95,578 

9,650 

0 

0 

2,364,504 

848,570 

573,215 

0 

4,728,133 

1,668,151 

1,146,430 

0 

Total  Costs 

$3,246,044 

$398,061 

$112320 

$3,756,425 

$435,017 

$105,228 

$3,786,289 

$7,542,714 

State/Other  Special 

3,246,044 

398,061 

112,320 

3,756,425 

435,017 

105,228 

3,786,289 

7,542,714 

Total  Funds 

$3,246,044 

$398,061 

$112320 

$3,756,425 

$435,017 

$105,228 

$3,786,289 

$7,542,714 

Program  Description 

The  Insurance  Division  regulates  the  insurance  industry  in  Montana.  The  Policyholder  Services  Bureau  is  responsible 
for  resolving  insurance  consumer  inquiries  and  complaints  involving  agents,  coverage,  and  companies.  The 
Examinations  Bureau  is  responsible  for  monitoring  the  financial  solvency  of  insurance  companies,  collecting  premium 
taxes  and  company  fees,  and  auditing  insurance  company  annual  statements.  The  Rates  and  Forms  Bureau  is  responsible 
for  reviewing  form  filings  and  rate  filings  to  ensure  compliance  with  the  applicable  insurance  code.  The  Licensing 
Bureau  is  responsible  for  licensing  and  providing  continuing  education  to  insurance  agents,  agencies,  and  adjustors.  The 
Investigations  Bureau  investigates  insurance  code  and  rule  violations,  including  possible  criminal  violations,  and  refers 
cases  to  county  attorneys  for  prosecution. 

Program  Highlights 


State  Auditors  Office 
Major  Budget  Highlights 


Funding  increases  are  primarily  due  to: 

•  Costs  associated  with  contract  insurance  examinations  and  the  captive 
insurance  program 

•  A  request  for  1 .0  FTE  each  in  the  rates  and  forms,  and  policyholder 
divisions 

•  Other  factors  are: 

•  A  contractual  2  percent  increase  in  rent  and  request  for  additional 
storage  space,  and  statewide  present  law  adjustments 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bienmum  as  recommended  by 

the  Governor. 


Program  Funding  Table 
Insurance 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


02235  Insurance  Fee  Account  $  2,672,829 

02789  690 1  -Chip/Mcha  Tobacco  Sett  Fd  573,215 

Grand  Total 


82.3%    $3,183,210 

17.7%  573.215 

$  3,246,044  100.0%     $3,756,425 


84.7%     $3,213,074 

15.3%  573.215 

100.0%     $3,786,289 


84.9% 

15.1% 

100.0% 


This  program  is  funded  through  state  special  revenue  generated  from  a  percentage  charge  against  every  insurance  policy 
sold  in  the  state,  as  well  as  from  charges  for  insurance  company  examinations  and  fees  paid  by  individual  agents. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

:iscal  2007 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

227,705 

(94,494) 

(4,311) 

15,609 

228,898 

(94,540) 

(4,287) 

(7,230) 

Total  Statewide  Present  Law  Adjustments 

$144,509 

$122,841 

DP  301  -  Office  Rent  &  Secured  Storage  Increase 
0.00                      0 

DP  305  -  Contract  Insurance  Examinations 

0.00                       0 

DP  306  -  Captive  Insurance 

0.00                      0 

6,532 

227,820 

19,200 

0 
0 
0 

6,532 

227,820 

19,200 

0.00 
0.00 
0.00 

0 
0 
0 

9,432 

283,544 

19,200 

0 
0 
0 

9,432 

283,544 
19,200 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$253,552 

$0 

$253,552 

0.00 

$0 

$312,176 

$0 

$312,176 

Grand  Total  All  Present  Law  Adjustments 

$398,061 

$435,017 

DP  301  -  Office  Rent  &  Secured  Storage  Increase  -  The  budget  includes  an  increase  of  $6,532  in  FY  2006  and  $9,432  in 
FY  2007  state  special  revenue  to  fund  the  scheduled  2  percent  rent  increase,  and  for  additional  secured  storage  space. 


As  per  the  lease  between  the  State  Auditor's  Office  and  the  Montana  Children's  Home  and  Hospital, 
rent  has  increased  at  a  rate  of  2  percent.  This  request  would  continue  the  lease  for  office  space,  and  add 
additional  storage  space  in  the  same  building  for  the  office's  investigation  units.  The  increase  is  based 
upon  FY  2004  rates  of  $138,459. 


LED 
COMMENT 


The  investigation  units  are  recognized  as  a  criminal  justice  agency,  and  mandated  by  44-5-401,  MCA,  to  protect  the 
security  of  any  criminal  justice  information  in  a  secured  area.  Evidence  must  be  retained  forever  because  a  case  can 
always  be  reopened.  Evidence  collected  to  date  has  filled  the  present  secured  storage  space  to  capacity.  Funds  are  for 
additional  space  of  165  square  feet  at  $5.68  per  square  foot  in  FY  2006,  and  $5.80  per  square  foot  in  FY  2007. 
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Digitizing  the  information  would  reduce  storage  space,  but  only  old  cases  are  candidates  due  to  the 
requirement  that     much  of  the  evidence  must  be  in  original  form,  and  most  evidence  stored  is  too 
recent  for  digitization.     The  legislature  may  wish  to  examine  digitization  in  future  biennia,  and 
encourage  the  office  to  digitize  when  it  is  able. 

LFD 

COMMKNI 
COM. 

DP  305  -  Contract  Insurance  Examinations  -  The  executive  recommends  state  special  revenue  for  insurance  contract 
exams  as  implemented  by  the  2003  legislature.  The  budget  is  based  upon  the  examination  schedule  for  the  biennium. 
Insurance  companies  will  reimburse  the  examination  expenses. 


LFD 
COMMENT 


The  State  Auditor's  Office  is  statutorily  mandated  to  conduct  insurance  contract  exams  once  every  five 
years  that  focus  mainly  on  the  financial  solvency  of  insurance  companies  doing  business  in  Montana. 
The  office  is  also  mandated  to  conduct  market  examinations  once  every  three  years  that  focus  on 
business  practice  and  equitable  treatment  of  policyholders,  on  insurance  companies  domesticated  in  Montana.  It  is  not 
obligated  to  conduct  market  examinations  on  insurance  companies  not  domesticated  in  Montana,  but  does  so  when  it 
receives  numerous  complaints  about  an  insurance  company. 

In  accordance  with  the  contract  exam  mandate,  the  State  Auditors  Office  makes  a  schedule  estimating  the  number  of 
companies  it  is  going  to  examine  and  the  cost.  The  request  in  DP  305  is  based  upon  this  estimate. 


DP  306  -  Captive  Insurance  -  This  restricted  state  special  revenue  request  is  recommended  by  the  executive  to  fund 
$19,200  each  year  of  the  biennium  for  review  costs  of  new  captive  insurance  applications  in  the  2007  biennium.  An 
independent  contract  actuary  reviews  each  application  for  financial  viability  at  a  cost  of  $3,200,  which  is  reimbursed  by 
the  applicant. 


Captive  insurance  refers  to  a  subsidiary  corporation  established  to  provide  insurance  to  the  parent 
company.     Theses  companies  are  owned  by  policyholders  and  are  able  to  underwrite  their  own 
insurance  rather  than  pay  premiums  to  third-party  insurers.   Captive  insurance  companies  in  Montana 
pay  a  minimum  of  $5,000  per  year  in  premium  taxes. 


LFD 

COMMKNI 


The  captive  insurance  program  had  estimated  there  would  be  two  new  captive  insurance  company  applications  per  year 
in  the  2005  biennium.  As  of  September  2005,  three  captives  were  licensed  generating  $66,700  in  premium  taxes.  Five 
new  captive  insurance  company  applications  are  anticipated  per  year  for  the  2007  biennium. 


New  Proposals 


New  Proposals 

-iscal  2006 

State 
Special 

Program                FTE 

Genera 
Fund 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  303  -  Rates  and  Forms  FTE 
03               1.00 

DP  304  -  Policyholder  Services  FTE 
03              1.00 

Total               2.00 

0 

0 

SO 

59,575 

52,745 

$112,320 

0 
0 

$0 

59,575 
52,745 

$112,320 

1.00 

1.00 

2.00 

0 

0 

$0 

56,016 
49,212 

$105,228 

0 
0 

$0 

56,016 
49,212 

$105,228 

DP  303  -  Rates  and  Forms  FTE  -  This  request  proposes  1 .00  FTE  to  expedite  the  review  of  insurance  policy  forms.  The 
agency's  goal  is  to  approve  or  reject  policy  forms  submitted  to  the  State  Auditor's  Office  within  20  days  of  submission 
and  send  insurance  products  to  market  more  rapidly. 


State  Auditors  Office 


A-93 


Insurance 


State  Auditors  Office 


03-Insurance 


The  State  Auditor's  Office  proposes  a  Rates  and  Forms  Bureau  supervisor/bureau  chief  position  to 
work  with  the  three  staff  members  that  have  been  in  place  for  six  years,  supervised  by  the  actuary  from 
the  respective  areas  of  life  and  health,  and  property  and  casualty.    The  FTE  would  help  process  the 
number  of  forms  submitted,  which  has  increased  from  49,800  in  2000  to  53,000  in  FY  2004. 


Ul) 
COMMENT 


Of  the  requested  amount,  $52,000  each  year  is  allocated  to  salary  and  benefits.  The  remaining  $7,600  for  FY  2006 
comprises  $1,500  in  travel,  $3,400  for  equipment,  and  $2,700  for  general  operating  expenses  associated  with  the 
position.  Funding  for  the  position  would  come  from  state  special  revenue.  The  remaining  4,000  for  FY  2007  comprises 
$1,500  in  travel  and  $2,750  for  general  operating  expenses. 


LID 
ISSUE 


states.1 


There  is  indication  that  the  State  Auditor's  Office  may  have  reached  its  goal  of  the  20-day  turn-around.  The 
October  7,  2004  Billings  Gazette  article  by  Allison  Farrell  quotes  State  Auditor  John  Morrison  on  the  topic  of 
"speed  to  market"  as  saying,  "Our  average  form  approval  is  1 7  days,  which  puts  us  in  the  top  25  percent  of 


DP  304  -  Policyholder  Services  FTE  -  The  executive  budget  includes  $52,745  in  FY  2006  and  $49,212  in  FY  2007  of 
state  special  revenue  funding  and  an  additional  1.00  FTE.  This  position  will  supervise  and  assist  with  the  increased 
workload  due  to  the  recently  signed  Medicare  prescription  legislation,  the  federal  Health  Insurance  Portability  and 
Accountability  Act  (HTPAA),  and  the  continuation  of  changes  to  state  insurance  statutes.  The  FTE  would  also  assist 
with  increased  workload  resulting  from  the  federal  Employee  Retirement  Income  Security  Act  (ERISA),  which  has 
increased  the  need  for  State  Auditor's  Office  to  act  as  a  liaison  on  behalf  of  Montana  policyholders  with  the  U.S. 
Department  of  Labor. 


LED 
COMMENT 


Of  the  amount  requested,  $44,000  per  year  is  for  salary  and  benefits.  Approximately  5,000  is  allocated 
to  general  expenses  and  $2,000  for  in  and  out-of-state  travel. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  200b 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

13.00 

0.00 

0.00 

13.00 

0.00 

0.00 

13.00 

13.00 

Personal  Services 
Operating  Expenses 
Transfers 

525,684 

105,596 

0 

55,541 

63,601 

0 

0 
0 
0 

581,225 

169,197 
0 

54,679 

69,720 

0 

0 
0 
0 

580,363 

175,316 

0 

1,161,588 
344,513 

0 

Total  Costs 

$631,280 

$119,142 

$0 

$750,422 

$124399 

$0 

$755,679 

$1,506,101 

General  Fund 
State/Other  Special 
Federal  Special 

0 

631,280 

0 

0 

119,142 

0 

0 
0 
0 

0 

750,422 
0 

0 

124,399 

0 

0 
0 
0 

0 

755,679 

0 

0 

1,506,101 

0 

Total  Funds 

$631,280 

$119,142 

$0 

$750,422 

$124,399 

$0 

$755,679 

$1,506,101 

Program  Description 

The  Securities  Division  is  responsible  for  the  administration  and  enforcement  of  the  Securities  Act  of  Montana  and,  in 
particular,  for  the  registration  of  securities  issuers,  salespeople,  broker-dealers,  investment  advisers,  and  investment 
adviser  representatives.  The  division  also  is  responsible  for  the  investigation  of  unregistered  and  fraudulent  securities 
transactions.  The  division  has  sole  jurisdiction  for  investment  advisor  firms  with  assets  of  under  $25  million.  The 
Investigations  Bureau  investigates  securities  code  and  rule  violations,  including  possible  criminal  violations,  and  refers 
cases  to  county  attorneys  for  prosecution 

Program  Highlights 


Securities  Division 
Major  Budget  Highlights 


Total  funding  increases  over  base  year  expenditures  by  1 9  percent  are  due  to: 

•  Statewide  present  law  adjustments 

•  A  decision  package  to  increase  rent 

•  Increased    funding    for    costs    associated    with    security    contract 
examinations 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Securities 


Program  Funding 

02283  Securities  Fee  Account 
Grand  Total 


Base  %  of  Base       Budget       %  of  Budget       Budget     %  of  Budget 

FY  2004         FY  2004      FY  2006        FY  2006        FY  2007       FY  2007 


631,280 
Ml  .280 


100.0%     750,422 
1000%      750.422 


100.0%      755,679 
100.0%      755.679 


100.0% 

100.0% 


This  program  is  funded  with  state  special  revenue  from  the  securities  fee  account,  which  draws  its  revenue  from 
securities  portfolio  registration  fees  charged  to  investment  advisors  and  investment  companies,  as  well  as  from  security 
licenses  and  permits.  In  accordance  with  30-1-115,  MCA,  unspent  collections  from  security  licenses  and  permits  are 
deposited  to  the  general  fund.  Deposits  to  the  general  fund  were  approximately  $2.1  million  in  FY  2004.  Therefore, 
appropriations  to  the  program  directly  impact  the  general  fund. 


State  Auditors  Office 


A-^5 


Securities 


State  Auditors  Office 


04-Securities 


Present  Law  Adjustments  . 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  401  -  Office  Rent  &  Secured  Storage  Increase 
0.00  0 

DP  403  -  Contract  Securities  Examinations 

0.00  0 

Total  Other  Present  Law  Adjustments 

0.00  SO 

Grand  Total  All  Present  Law  Adjustments 


Federal 
Special 


Total 
Funds 


FTE 


2,412 
60,792 

$63,204 


0 
0 

SO 


79,758 

(24,217) 

(1,246) 

1,643 

$55,938 


2,412 
60,792 

$63,204 

$119,142 


0.00 
0.00 

0.00 


] 

General 
Fund 

=iscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

78,860 

(24,181) 

(1,236) 

1,972 

$55,415 

0 

3,192 

0 

3,192 

0 

65,792 

0 

65,792 

$0 

$68,984 

$0 

$68,984 
$124,399 

The  increases  in  personal  services  are  associated  with  pay  raises  for  the  elected  official's  personal  staff 
position  and  the  program's  non-personal  staff,  as  well  as  three  positions  that  were  reclassified.  The 
salary  increases  and  the  reclassified  positions  account  for  a  $29,000  per  year  increase  for  the  2007 
biennium  over  the  2005  biennium 


LID 

COM M KM 


DP  401  -  Office  Rent  &  Secured  Storage  Increase  -  The  budget  includes  an  increase  of  $2,412  state  special  revenue  in 
FY  2006  and  $3,192  in  FY  2007  to  fund  the  scheduled  2  percent  rent  increases  and  for  additional  secured  storage  space, 
based  on  a  contract  negotiated  by  the  Department  of  Administration. 


LFD 
COMMENT 


As  referenced  in  previous  discussions  about  rent,  the  2  percent  increase  is  governed  by  the  contractual 
agreement,  and  the  need  for  secured  storage  space  would  help  this  department  meet  the  mandate  of  44- 
5-401,  MCA. 


DP  403  -  Contract  Securities  Examinations  -  The  executive  recommends  state  special  revenue  for  securities  contract 
exams  as  implemented  by  the  2003  legislature.  The  budget  is  based  upon  the  examination  schedule  for  the  biennium. 
Security  companies  reimburse  the  examination  expenses. 


This  request  continues  funding  for  examinations  of  investment  advisors  at  the  base  year  appropriation 
of  $23,000  and  adds  $60,000  in  FY  2006  and  $65,000  in  FY  2007  to  conduct  broker/dealer 
examinations.     Although  statute  implies  that  examinations  be  conducted,  there  is  no  mandatory 
requirement  to  do  so  on  a  routine  basis. 


LFD 
COM MEM 


The  two  previous  legislatures  appropriated  funding  for  examinations  to  allow  the  office  to  move  toward  routine 
examinations  of  broker/dealer  branch  offices  throughout  Montana  on  a  three-year  cycle.  The  2003  legislature 
appropriated  funding  for  a  0.50  FTE  and  $12,000  per  year  for  investigations.  The  2005  legislature  appropriated  funding 
for  1.00  FTE  and  increased  state  special  revenue  funds  by  $78,626  per  year  as  a  restricted  appropriation. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

2,176.13 

40.65 

13.63 

2,230.41 

11.65 

17.50 

2,205.28 

2,205.28 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 
Grants 
Transfers 
Debt  Service 

103,543,485 

361,067,272 

1,456,438 

15,533,494 

95,225 

9,014,582 

18,221 

750 

10,002,857 

107,191,889 

62,000 

516,663 

0 

1,786,343 

0 

0 

808,404 
4.434,475 

549,254 
0 
0 
0 
0 
0 

114,354,746 

472,693,636 

2,067,692 

16,050,157 

95,225 

10,800,925 

18,221 

750 

9,271,119 

95,267,283 

62,000 

516,663 

0 

753,343 

0 

0 

1,015,065 
2,165,815 

67,244 
0 
0 
0 
0 

26,000 

113,829,669 

458,500,370 

1,585,682 

16,050,157 

95,225 

9,767,925 

18,221 

26,750 

228,184,415 

931,194,006 

3,653,374 

32,100,314 

190,450 

20,568,850 

36,442 

27,500 

Total  Costs 

$490,729,467 

$119^59,752 

$5,792,133 

$616,081^52 

$105,870,408 

$3374,124 

$599,873,999 

$1,215,955351 

State/Other  Special 
Federal  Special 

237,162,066 
253,567,401 

47,943,259 
71,616,493 

2,162,370 
3,629,763 

287,267,695 
328,813,657 

21,145,450 
84,724,958 

1,731,861 
1,542,263 

260,039,377 
339,834,622 

547,307,072 
668,648,279 

Total  Funds 

$490,729,467 

$119,559,752 

$5,792,133 

$616,081,352 

$105,870,408 

$3,274,124 

$599,873,999 

$  1, 21 5.955 ,351 

Agency  Description 

The  Department  of  Transportation  is  responsible  for  serving  the  public  by  establishing  and  maintaining  a  transportation 
system  that  emphasizes  safety,  environmental  preservation,  cost -effectiveness,  and  quality. 

Agency  Highlights 


Department  of  Transportation 
Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $231.6 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
24  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Increased  funding  for  federal-aid  highway  construction 
related  project  costs  in  anticipation  of  higher  federal 
funding 

•  Computer  system  enhancements  and  reprogramming 

•  Increased  funding  for  maintenance  of  rest  areas  and  newly 
assumed  secondary  roads 

•  Replacement  and  upgrades  for  remote  weather  site  and 
communications  equipment 

•  New  costs  to  operate  a  joint  port  of  entry  with  Wyoming 

•  Purchase  of  a  replacement  aircraft 

•  Transit  facility  and  vehicle  grants 

•  Transportation  corridor  studies 

17.5  FTE  would  be  added  by  the  end  of  the  biennium 
Reappropriation  of  the  2005  biennium  funding  for  the  construction 
project  on  US  Highway  93  between  Evaro  Hill  and  Poison  is  requested 
due  to  project  delays 

The  state  funded  construction  program  would  be  reduced  by  $38.5 
million  for  the  biennium 
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Federal  highway  funding  is  uncertain  -  annual  federal  funding  was 
estimated  at  $325  million 

The  Motor  Carrier  Safety  Assistance  Program  would  add  funding  for 
1 1.50  FTE  by  the  end  of  the  biennium  and  $3.1  million  total  funds  for 
the  biennium  if  it  is  transferred  from  the  Department  of  Justice 


Agency  Discussion 

Funding  for  Montana  Highways 

Vast  Highway  Network 

Montana  has  a  vast  network  of  highways  that  plays  a  major  role  in  Montana's  transportation  needs.  Montana  has  nearly 
70,000  centerline  miles  of  public  roads,  of  which  the  Department  of  Transportation  (department)  has  responsibility  for 
nearly  11,000.  The  remaining  roughly  59,000  miles  are  mostly  rural  and  municipal  roads  maintained  by  local 
governments  or  private  citizens.  The  department  would  spend  roughly  $1.2  billion  in  the  2007  biennium  to  maintain, 
rebuild,  and  operate  the  1 1 ,000  miles  of  paved  roads  under  its  responsibility.  Funding  to  support  this  effort  would  be 
roughly  45.0  percent  from  state  sources  and  55.0  percent  from  federal  sources. 

Sources  of  Revenue 

The  department  is  funded  from  a  combination  of  state  special  revenue  and  federal  special  revenue.  State  special  revenue 
can  be  grouped  into  two  general  categories:  those  that  are  protected  by  the  state  constitution  and  those  that  are  not.  The 
Constitution  of  the  State  of  Montana  states  that  revenues  from  gross  vehicle  weight  fees  and  excise  and  license  taxes  on 
gasoline,  fuel,  and  other  energy  sources  that  are  used  to  propel  vehicles  on  public  highways  are  to  be  used  solely  for 
paying  obligations  incurred  for  construction,  reconstruction,  repair,  operation,  and  maintenance  of  public  highways, 
streets,  roads,  and  bridges;  and  for  enforcement  of  highway  safety,  driver  education,  tourist  promotion,  and 
administrative  collection  costs.  Non-restricted  revenues  are  derived  from  special  use  permits  and  motor  fuel  penalties 
and  interest  payments.  All  highway  construction  expenditures  from  state  funds  are  accounted  for  in  the  highways  state 
special  revenue  account  (HSRA),  whether  they  are  from  restricted  or  non-restricted  revenues.  In  FY  2004, 
constitutionally  protected  (restricted)  revenues  comprised  roughly  97.4  percent  and  comprised  non-restricted  revenues 
2.6  percent  of  total  state  special  revenue.  HSRA  is  used  as  the  match  for  federal  funding  of  the  department. 

Federal  aid  for  highway  construction  is  primarily  realized  from  the  distribution  of  revenue  derived  from  federal  excise 
taxes  on  motor  fuels  and  other  transportation  products,  such  as  heavy  truck  tires.  Montana  has  historically  received 
significantly  more  federal-aid  highway  construction  funds  than  are  collected  in  federal  motor  fuels  excise  taxes  from 
Montana  sources.  In  FY  2003,  Montana  received  federal  funding  for  highways  equivalent  to  $2.18  for  every  $1.00 
collected  in  the  state  and  sent  to  the  federal  highway  trust  fund. 

Reauthorization  of  Federal- Ad  Highway  Funding 

The  department  receives  federal-aid  highway  funding  from  the  Federal  Highway  Administration  (FHWA),  typically 
from  authorizations  in  six-year  funding  bills.  The  previous  six-year  federal  funding  bill  for  highways  was  titled  the 
Transportation  Equity  Act  for  the  21st  Century  (TEA-21)  and  ended  on  September  30,  2003.  Congress  has  not  passed  a 
new  multi-year  reauthorization,  but  has  continued  to  authorize  federal  aid  funding  for  highways  through  extensions  of 
TEA-21,  with  the  last  of  six  extensions  ending  May  31,  2005.  Currently,  both  chambers  of  the  U.S.  Congress  have 
passed  bills  that  would  provide  average  annual  apportionments  for  Montana  that  are  higher  than  received  under  TEA-21. 
However,  the  average  levels  Montana  would  receive  differ  by  $80  million  per  year  between  the  two  versions.  Under 
TEA-21,  Montana  received  an  average  of  $260  million  per  year  in  federal  allotment  for  highway  construction  and  related 
activities.  Because  of  the  uncertainty  with  federal  funding,  the  department  has  submitted  a  budget  that  assumes  $325 
million  annually  in  federal  highway  funding.  The  department  assumption  is  between  the  estimated  $300.0  million 
Montana  would  receive  under  the  House  of  Representatives  version  and  the  estimated  $380.2  million  in  the  Senate 
version,  based  on  tables  provided  by  the  FHWA. 

When  TEA-21  was  enacted,  the  annual  allotment  of  federal  funds  for  Montana  grew  by  more  than  $80  million  compared 
to  what  Montana  received  under  the  previous  federal  highway  funding  law.  If  Montana's  allotment  of  federal-aid 
highway  construction  funds  grows  as  it  did  when  TEA-21  was  enacted,  Montana  will  have  to  match  the  greater  federal 
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funds  with  more  state  funds.  The  potentially  higher  state  match  could  impact  how  HSRA  funds  are  allocated  to  state 
uses  and  could  deepen  the  instability  of  the  account. 

Sliding  Scale  Match 

Montana  currently  receives  federal  highway  construction  funds  based  on  a  sliding  scale  match  formula  that  includes 
factors  for  the  amount  of  federal  land  in  the  state  and  the  amount  of  financial  contribution  the  state  makes  to  maintain  the 
federal-aid  highway  system  with  state  dollars.  The  current  match  ratio  is  87  percent  federal  to  13  percent  state  for 
reimbursable  federal-aid  projects.  In  order  to  maintain  this  favorable  match,  Montana  must  provide  maintenance  of 
effort  by  fully  funding  a  certain  level  of  construction  activity  with  state  funds.  The  department  estimates  that  roughly 
$10  million  of  state-funded  highway  construction  is  needed  annually  to  maintain  the  current  match  ratio. 

In  order  to  utilize  all  of  the  federal  funds  allotted  to  the  state,  state  funds  must  be  available  to  provide:  1)  planning 
functions  required  in  the  federal  funding  law;  2)  maintenance  of  the  federal-aid  highway  system  to  FHWA  standards;  3) 
adequate  management  and  oversight  of  federal-aid  construction  projects;  4)  a  minimum  construction  program  supported 
by  100  percent  state  funds  ($10  million  annually);  5)  matching  funds  for  federal-aid  construction  funds;  and  6)  adequate 
working  capital  to  pay  operating  expenses  with  100  percent  state  funds  until  federal  reimbursement  is  provided.  These 
factors  all  contribute  to  the  need  to  maintain  a  certain  working  capital  level  to  support  cash  flow  obligations  of  the 
department.  In  the  past,  the  department  has  referred  to  $10.0  million  as  an  adequate  working  capital  balance. 

Figure  1  illustrates  a  comparison  of  different  federal-aid  match  rates  on  expenditures  of  state  special  revenue.  For  the 
comparison,  a  federal-aid  highway  construction  funding  level  of  $325.0  million  was  used  as  the  constant.  The  figure 
illustrates  how  much  state  funds  would  be  needed  for  two  different  federal  participation  rates: 

•  At  an  87  percent  federal  participation  rate,  $58.6  million  state  funds  (including  spending  $10.0  million  state 
funds  as  a  state  maintenance  of  effort  to  secure  the  87  percent  rate)  would  be  needed  to  match  $325.0  million  of 
federal  funds 

•  At  an  80  percent  federal  participation  rate,  $81.3  million  state  funds  would  be  needed  to  match  the  same  $325.0 
million  of  federal  funds 


Figure  1 

Federal-Aid  Match  Rate  Comparison 

(in  $  Millions) 

State-Funded  Construction 

$10  million 

$0 

Federal  participation  rate 

R7.n»„ 

80.0% 

Federal-aid  construction  program 

State  funds 

$48.6 

$81.3 

Federal  funds  (constant  for  comparison) 

325.0 

325.0 

Total  federal-aid  construction  program 

$373.6 

$406.3 

State  funded  construction  program 

10.0 

- 

Total  state  funds  spent 

58.6 

81.3 

Tolal  construction  program 

$383.6 

$41  )h  < 

Effective  federal  participation  rate 

84.7% 

80.0% 

Savings  of  state  funds  from  favorable  match  a!  the 

minimum  maintenance  of  effort 

$22.7 
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By  spending  $10.0  million  state  funds  on  100  percent  state-funded  construction  to  improve  the  federal  participation  rate 
from  80.0  percent  to  87.0  percent,  Montana  saves  $22.7  million  state  funds  for  $325.0  million  federal  aid.    The 
illustration  shows  that  it  is  in  the  best  interest  of  the  state  to  buy  down  the  state  match  rate  by  funding  a  state-funded 
construction  program  at  least  at  the  minimum  level  needed  to  maintain  a  favorable  federal  participation  rate. 
Highways  State  Special  Revenue  Account  Working  Capital  Analysis 

The  highways  state  special  revenue  account  provides  the  state  funding  to  match  more  than  $300  million  annually  of 
federal  transportation  funding,  with  a  resultant  more  than  $500  million  of  annual  transportation  spending  to  maintain  and 
expand  the  state  transportation  infrastructure.  The  HSRA  has  historically  experienced  imbalances  in  which  expenditures 
exceeded  revenues.  The  following  working  capital  analysis  of  HSRA  shows  the  financial  condition  of  the  account  going 
into  the  2005  legislative  session. 
Applicable  Funds 

HSRA  is  used,  among  other  purposes,  to  fund  the  major  activities  of  the  Montana  Department  of  Transportation  (MDT). 
Two  funds  are  combined  to  form  this  account,  the  constitutionally  restricted  fund  and  the  non-restricted  fund.  The 
department  records  revenues  in  the  fund  most  appropriate  to  the  constitutional  and  statutory  directions  for  the  revenue 
source.  However,  all  expenditures  are  made  from  the  restricted  fund,  with  the  balance  from  the  non-restricted  fund 
transferred  to  the  restricted  fund. 
Account  Uses 

HSRA  funds  the  operations  of  five  programs  of  the  MDT  that  administer,  enforce,  and  support  the  construction, 
maintenance,  and  safe  operations  of  Montana  highways.  HSRA  also  funds  Long-range  Building  Program  projects  for 
MDT  facilities  and  those  of  the  Department  of  Fish,  Wildlife  and  Parks  (FWP)  related  to  roadway  activities,  and  for 
programs  of  the  Department  of  Justice  (DOJ)  that  support  highway  or  motor  vehicle  activities.  Programs  of  DOJ  that  are 
partially  funded  with  HSRA  are:  1)  Legal  Services  Division;  2)  Motor  Vehicle  Division;  3)  Montana  Highway  Patrol;  4) 
Central  Services  Division;  and  5)  Information  Technology  Services  Division.  HSRA  also  funds  statutory  appropriations 
that  total  $16.8  million  per  year,  transfers  of  $0.1  million  per  year  to  the  noxious  weed  trust  fund,  alcohol  production 
incentives  (gasohol)  capped  at  $6.0  million  per  year,  and  ethanol  consumption  incentives.  The  analysis  assumes  no 
changes  in  the  allocations  of  the  funds  in  future  biennia. 

Assumptions  Used  in  the  Working  Capital  Projections 

For  all  years  of  the  analysis,  it  was  assumed  that  at  least  $10  million  annually  would  be  expended  on  100  percent  state 
funded  construction  projects  as  the  state  maintenance  of  effort  to  maintain  the  favorable  federal  participation  rate  of  87 
percent  on  highway  construction  projects.  Assumptions  that  change  based  on  the  analysis  component  and  the  year  are 
listed  below. 

The  following  assumptions  were  used  for  FY  2005: 

•  Revenue  and  Transportation  Interim  Committee  (November  2004)  recommendations  of  revenue  estimates  are 
applied  for  gasoline  and  diesel  taxes  and  gross  vehicle  weight  fees 

•  FY  2004  actual  revenues  are  used  for  all  other  revenue  sources  (except  that  $3.4  million  was  deducted  from  the 
FY  2004  amount  because  FY  2004  included  local  government  participation  for  one  large  project  that  is  not 
typical  of  historical  patterns  and  is  not  expected  to  continue  at  the  FY  2004  level) 

•  FY  2005  appropriations  are  used,  except  all  remaining  appropriation  authority  valid  for  the  2005  biennium  is 
used  where  biennial  appropriations  were  approved 

•  All  unspent  prior  and  current  biennia  Long-range  Building  Program  appropriations  are  used 
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The  following  assumptions  were  used  for  the  2007  biennium: 

•  Revenue  estimates  of  the  Revenue  and  Transportation  Interim  Committee  are  applied  for  gasoline  and  diesel 
taxes  and  gross  vehicle  weight  fees 

•  FY  2005  revenues  are  uses  for  all  other  revenues  not  estimated  by  the  Revenue  and  Transportation  Interim 
Committee,  except  other  revenues  were  reduced  by  $0.6  million  for  the  final  phase  of  the  local  government 
project 

•  The  proposed  executive  budget  is  used  for  expenditures  of  agencies  funded  with  HSRA 

The  following  assumptions  were  used  for  years  after  FY  2007: 

•  Revenue  and  Transportation  Interim  Committee  revenue  estimate  trends  are  carried  forward  for: 

•  Gasoline  tax  revenues  are  at  the  level  for  FY  2007,  inflated  by  0.43  percent  per  year 

•  Diesel  tax  revenues  are  at  the  HJR  2  level  for  FY  2007,  inflated  by  4. 1 7  percent  per  year 

•  Indirect  cost  recovery  revenue  is  at  the  current  rate  of  12.4  percent  of  the  federal  apportionment  level 

•  FY  2007  revenues  are  uses  for  all  other  revenues  not  estimated  by  the  Revenue  and  Transportation  Interim 
Committee 

•  Expenditures  are  at  the  FY  2007  budget  request  levels 

•  Long-range  Building  Program  expenditures  are  at  the  historical  appropriation  level 

Analysis  Results 

Figure  2  shows  the  revenues,  expenditures,  and  beginning  and  ending  working  capital  balances  from  FY  2004  through 
FY  201 1  for  HSRA.  The  figure  shows  that  with  current  revenue  sources  and  expenditure  trends  and  assumptions,  the 
working  capital  balance  would  be  $19.1  million  at  the  end  of  the  2007  biennium.  For  each  year  of  the  2007  biennium, 
expenditures  would  exceed  revenues  and  deplete  working  capital  of  the  account.  The  deficit  situation  would  continue 
through  the  2009  biennium  until  the  alcohol  production  incentive  of  15-70-522,  MCA,  terminates  after  FY  2010.  The 
figure  indicates  the  working  capital  balance  would  decline  to  $4.7  million  in  at  the  end  of  FY  2010.  As  discussed  above, 
the  federal  funding  levels  for  the  current  and  future  fiscal  years  are  still  uncertain.  If  federal  funding  increases  above  the 
$325  million  annual  level  assumed  in  the  agency  budget,  more  state  matching  funds  would  be  needed  above  that  shown 
on  Figure  2.  However,  there  is  a  natural  delay  between  increases  in  federal  funding  levels  and  expenditure  of  the 
department  that  would  likely  delay  the  impact  of  a  significant  federal  funding  increase  until  the  2009  biennium,  or  until  it 
could  be  addressed  by  the  2007  Legislature  through  an  adjustment  of  FY  2007  appropriations. 


Department  Of  Transportation  A-101  SUMMARY 


Department  Of  Transportation 


SUMMARY 


Figure 

2 

Working  Capital  Analysis 

•  Highways 

State  Special  Revenue  Account 

Fiscal  Years  2004 

201 1  Executive  Budget  ($325  million  per  year  federal  funding  level) 

(in  Millions) 

Fiscal 
2004 

Fiscal 
2005 

Fiscal 
2006 

Fiscal 
2007 

Fiscal 
2008 

Fiscal 
2009 

Fiscal 
2010 

Fiscal 
2011 

Description 

Actual 

Approp. 

Estimate 

Estimate 

Estimate      Estimate 

Estimate 

Estimate 

Beginning  Working  Capital  Balance 

$63.4 

$39.1 

$38.0 

$28.1 

$19.1 

$12.2 

$7.4 

$4.7 

Revenues 
Gasoline  tax 

127.0 

127.6 

128.2 

128.9 

129.9 

130.9 

131.9 

132.9 

Diesel  tax 

60.8 

63.3 

65.9 

68.7 

69.7 

70.8 

71.8 

72.8 

Gross  vehicle  weight  fees  (GVW) 

26.3 

25.5 

25.8 

26.2 

26.2 

26.2 

26.2 

26.2 

Indirect  cost  recovery  (federal  aid) 

34.0 

30.1 

35.9 

35.9 

35.9 

35.9 

35.9 

35.9 

General  fund  transfer 

0.0 

0.0 

3.1 

3.1 

3.1 

3.2 

3.2 

3.3 

Other  revenues 

7.9 

4.5 

3.9 

3.9 

3.9 

3.9 

3.9 

3.9 

Revenue  deductions 

Alcohol  production  incentives  (15-70-522,  MCA) 

0.0 

0.0 

-3.3 

-6.0 

-6.0 

-6.0 

-6.0 

0.0 

Ethanol  consumption  incentives  (15-70-204/321,  MCA) 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

0.0 

Total  Revenues 

$256.0 

$250.9 

$259.4 

$260.6 

$262.6 

$264.7 

$266.8 

$274.9 

Expenditures 

Department  of  Transportation  (DOT) 

General  Operations  Program 

19.7 

20.3 

20.0 

20.0 

20.0 

20.0 

20.0 

20.0 

Construction  Program  (federal  aid  program  match) 

70.2 

63.9 

67.8 

69.7 

69.7 

69.7 

69.7 

69.7 

Construction  Program  (state  funded  program 

maintenance  of  effort) 

10.0 

8.1 

10.0 

10.0 

10.0 

10.0 

10.0 

10.0 

Construction  Program  (state  funded  program 

discretionary) 

46.9 

30.1 

27.6 

27.6 

27.6 

27.6 

27.6 

27.6 

Maintenance  Program 

83.6 

79.0 

90.8 

90.8 

90.8 

90.8 

90.8 

90.8 

Motor  Carriers  Services 

5.1 

5.4 

5.9 

6.0 

6.0 

6.0 

6.0 

6.0 

Transportation  Planning 

1.1 

1.9 

2.1 

2.0 

2.0 

2.0 

2.0 

2.0 

Total  Department  of  Transportation 

236.6 

208.6 

224.3 

226.2 

226.2 

226.2 

226.2 

226.2 

Statutory  Appropriations 

16.8 

16.8 

16.8 

16.8 

16.8 

16.8 

16.8 

16.8 

Department  of  Justice  (DOT) 

23.2 

24.0 

25.5 

23.6 

23.6 

23.6 

23.6 

23.6 

Long-Range  Building  Program 

Maintenance  and  repair  of  MDT  buildings 

3.7 

1.7 

2.0 

2.0 

2.0 

2.0 

2.0 

2.0 

Department  of  Fish,  Wildlife  &  Parks 

0.5 

0.8 

0.8 

0.8 

0.8 

0.8 

0.8 

0.8 

Total  Long-Range  Building  Program 

4.2 

2.4 

2.8 

2.8 

2.8 

2.8 

2.8 

2.8 

Transfer  for  noxious  weeds  (80-7-823,  MCA) 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

Total  Expenditures 

$280.9 

$252.0 

$269.4 

$269.5 

$269.5 

$269.5 

$269.5 

$269.5 

Revenues  less  expenditures 

-24.8 

-1.1 

-10.0 

-9.0 

-6.9 

^».8 

-2.7 

5.4 

Adjustments 

0.5 

Ending  Working  Capital  Balance 

$39.1 

$38.0 

$28.1 

$19.1 

$12.2 

$7.4 

$4.7 

$10.1 

Delays  between  federal  apportionment  increases  and  expenditure  increases  are  due  to  two  factors: 

•  Planning  and  programming  for  highway  projects 

•  Timing  of  payments  to  highway  construction  contractors  because  of  the  mixture  of  long-term  and  short-term 
duration  projects 

When  federal  funding  is  increased,  it  generally  takes  time  to  realign  the  highway  construction  plan  documents  to 
incorporate  the  changes  so  they  meet  system  needs  and  public  preferences,  while  adhering  to  financial  districting  laws 
and  project  funding  constraints.  Also,  highway  construction  plans  include  a  mixture  of  short-term  and  long-term  projects 
with  varying  cash  payout  patterns.  Long-term  projects,  such  as  major  reconstruction  or  interchange  installation,  could  be 
paid  out  over  a  number  of  fiscal  years,  while  pavement  or  other  less  complex  projects  would  experience  a  shorter  pay  out 
schedule. 

The  preference  of  the  agency  for  funding  the  increased  state  match  of  federal  funds  above  the  anticipated  $325  million 
included  in  the  budget  is  to  use  the  state  special  revenue  authority  shown  on  Figure  2  as  discretionary  state  funded 
construction.  However,  depending  on  the  level  of  a  federal  funding  increase,  the  2007  Legislature  may  need  to  make 
policy  decisions  for  state  funding  of  agency  operations.  The  policy  decision  could  include  among  others: 

•  Expenditure  reductions 

•  Revenue  enhancements 

•  Turning  back  a  portion  of  the  federal  funding 
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With  the  uncertainty  in  the  level  of  federal  funding  and  the  likelihood  that  impacts  would  not  directly  impact  the  account 
in  the  2007  biennium,  it  may  be  premature  to  take  decisive  actions  to  address  a  potential  state  special  revenue  shortage  at 
this  time. 
Common  Adjustments  in  all  Programs 

Two  adjustments  appear  in  nearly  all  programs  and  are  summarized  in  Figure  3  to  aid  the  legislature  in  seeing  the 
combined  impacts  of  the  adjustments  to  all  programs  of  the  agency: 

•  Overtime  and  differential  pay 

•  Equipment  rental 

The  summary  provides  comparisons  for  the  adjustments  against  base  expenditures  for  each  adjustment. 
Overtime  and  Differential  Pay 

An  adjustment  to  establish  funding  for  overtime  and  differential  pay  is  included  in  all  programs.  In  all  cases,  the 
requested  funding  is  the  amount  expended  in  the  base  with  1 5  percent  added  to  fund  salary  related  costs  for  benefits, 
insurance,  and  employer  taxes.  The  figure  shows  the  requested  amounts  for  the  biennium  and  the  base  expenditure.  The 
base  expenditures  are  doubled  to  show  biennium  comparisons.  For  the  biennium,  $13.7  million  would  fund  overtime 
and  differential  pay  for  department  FTE  funded  in  HB  2.  Additional  funding  for  overtime  and  differential  pay  is 
included  in  the  rates  for  proprietary  funded  programs,  such  as  the  State  Motor  Pool  and  the  Equipment  Program. 

Equipment  Rental 

The  department  operates  a  proprietary  funded  program  to  purchase  and  maintain  equipment  used  exclusively  by 
programs  of  the  department.  The  Equipment  Program  manages  the  equipment  items  that  support  the  functions  of  the 
department,  such  as  snowplows  and  sanders,  motor  carrier  services  enforcement  vehicles,  and  lawn  and  weed  mowers. 
Programs  fund  the  Equipment  Program  by  paying  for  usage  of  the  equipment.  The  Equipment  Program  has  requested 
increases  to  the  rates  it  charges.  The  adjustments  shown  under  the  Equipment  Rental  heading  on  the  figure  are  requested 
to  provide  funding  to  pay  the  increases  in  the  Equipment  Program  rates  for  the  2007  biennium.  A  discussion  of  the 
requested  equipment  rental  rates  is  contained  in  the  proprietary  discussion  for  the  Equipment  Program. 


Department  Of  Transportation  A- 103  SUMMARY 


Department  Of  Transportation 


SUMMARY 


Figure  3 
Common  Decision  Packages 
Overtime  and  Differential  Pay  and  Equipment 

Rental 

Program 

Differential 
Overtime          Pay        ( 

Benefits 
15  percent) 

Total 

Equipment 
Rental 

01  -  General  Opreations 

DP  105 
Base  x  2 
Change 

$105,080 
105,080 

$0 

$9,468 
9,468 

$0 

$17,184 

$131,732 

DP  106 
Basex  2 
Growth 

$10,866 
83,118 
13.1% 

02  -  Construction 

DP  209 
Base  x  2 
Change 

7,375,318 
7,376,632 

-$1,314 

240,208 

238,894 

$1,314 

1,142,332 

$8,757,858 

DP  210 
Basex  2 
Growth 

737,191 

5,639,940 

13.1% 

03  -  Maintenance 

DP  311 
Basex  2 
Change 

3,716,868 
3,716,868 

$0 

420,656 
420,656 

$0 

620,626 

$4,758,150 

DP  308 
Basex  2 
Growth 

4,116,525 

31,363,450 

13.1% 

22  -  Motor  Carrier  Services 

DP  2202 
Basex  2 
Change 

65,348 

65,348 

$0 

31,646 

31,646 

$0 

14,548 

$111,542 

DP  2203 
Basex  2 
Growth 

35,196 

288,722 
12.2% 

40  -  Aeronautics 

DP  210 
Base  x  2 
Change 

0 

0 

$0 

6,574 

6,574 
$0 

986 

$7,560 

50  -  Transportation  Planning 

DP  5005 
Base  x  2 
Change 

1,506 

1,506 

$0 

3,532 

3,532 

$0 

758 

$5,796 

DP  5006 
Base  x  2 
Growth 

63,592 

226,354 

28.1% 

Total  for  all  programs 

$13,772,638 

$4,963,370 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  sources,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

01  General  Operations  Program 

$       40,060,343     $ 

1,659,127 

$      41,719,470 

3% 

02  Construction  Program 

305,791,618 

629,795,406 

935,587,024 

77% 

03  Maintenance  Program 

181,786,206 

14,738,195 

196,524,401 

16% 

22  Motor  Carrier  Services  Div. 

11,950,195 

2,450,000 

14,400,195 

1% 

40  Aeronautics  Program 

3,124,357 

3,123,629 

6,247,986 

1% 

50  Transportation  Planning  Divisi 

4,594.353 

16.881.922 

21.476.275 

2% 

Grand  Total 

$      547,307,072     $ 

668,648,279 

$1,215,955,351 

100% 
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Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Law 

Proposals 

Exec.  Budget 

Law 

Proposals 

Exec.  Budget 

Biennium 

Exec.  Budget 

Budget  Item 

Fiscal  200f> 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  04-05 

Fiscal  06-07 

FTE 

2,216.78 

13.63 

2,230.41 

2,187.78 

17.50 

2,205.28 

2,176.13 

2,205.28 

Personal  Services 

113,546,342 

808,404 

114,354,746 

112,814,604 

1,015,065 

113,829,669 

214,401,749 

228,184,415 

Operating  Expenses 

468,259,161 

4,434,475 

472,693,636 

456,334,555 

2,165,815 

458,500,370 

864,939,223 

931,194,006 

Equipment 

1,518,438 

549,254 

2,067,692 

1,518,438 

67,244 

1,585,682 

2,694,342 

3,653,374 

Capital  Outlay 

16,050,157 

0 

16,050,157 

16,050,157 

0 

16,050,157 

27,858,380 

32,100,314 

Local  Assistance 

95,225 

0 

95,225 

95,225 

0 

95,225 

894,600 

190,450 

Grants 

10,800,925 

0 

10,800,925 

9,767,925 

0 

9,767,925 

22,231,654 

20,568,850 

Transfers 

18,221 

0 

18,221 

18,221 

0 

18,221 

43,673 

36,442 

Debt  Service 

750 

0 

750 

750 

26,000 

26,750 

1,500 

27,500 

Total  Costs 

$610,289,219 

$5,792,133 

$616,081,352 

$596,599,875 

$3,274,124 

$599,873,999 

$1,133,065,121 

$1,215,955,351 

State/Other  Special 

285,105,325 

2,162,370 

287,267,695 

258,307,516 

1,731,861 

260,039,377 

494,957,487 

547,307,072 

Federal  Special 

325,183,894 

3,629,763 

328,813,657 

338,292,359 

1,542,263 

339,834,622 

638,107,634 

668,648,279 

Total  Funds 

$610,289,219 

$5,792,133 

$616,081,352 

$596,599,875 

$3,274,124 

$599,873,999 

$1,133,065,121 

$1,215,955,351 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                 FTE 

Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  101  -  Integrated  Financials 

01                  5.00 

0 

646,883 

0 

646,883 

6.00 

0 

672,374 

0 

672,374 

DP  1 02  -  Remote  Computer  Connectivity 

01                   0.00 

0 

250,000 

0 

250,000 

0.00 

0 

250,000 

0 

250,000 

DP  207  -  Runway  Rehab  Lincoln  Airport 

40                  0.00 

0 

119,987 

2,279,763 

2,399,750 

0.00 

0 

7,487 

142,263 

149,750 

DP  208  -  Aircraft  Engine  and  Propell 

:r  -  Biennial 

40                   0.00 

0 

32,000 

0 

32,000 

0.00 

0 

0 

0 

0 

DP  209  -  Aircraft  purchase 

40                   0.00 

0 

356,000 

0 

356,000 

0.00 

0 

32,000 

0 

32,000 

DP  307  -  City  Rest  Area 

03                  0.00 

0 

75,000 

0 

75,000 

0.00 

0 

75,000 

0 

75,000 

DP  220 1  -  MT/W  Y  Dietz  Joint  Port  of  Entry 

22                   0.00 

0 

345,000 

0 

345,000 

0.00 

0 

345,000 

0 

345,000 

DP  2205  -  Transfer  MCSAP  from  the 

Dept  of  Justice  (Requires  Legislation) 

22                  8.63 

0 

262,500 

1,050,000 

1,312,500 

11.50 

0 

350,000 

1,400,000 

1,750,000 

DP  5007  -  Corridor  Studies 

50                  0.00 

0 

75,000 

300,000 

375,000 

0.00 

0 

0 

0 

0 

Total                 13.63 

$0 

$2,162370 

$3,629,763 

$5,792,133 

17.50 

so 

$1,731,861 

$1342,263 

$3374,124 

Language 

"The  department  may  adjust  appropriations  in  the  general  operations,  construction,  maintenance,  and  transportation 
planning  programs  between  state  special  revenue  and  federal  special  revenue  fund  types  if  the  total  state  special  revenue 
authority  for  these  programs  is  not  increased  by  more  than  10  percent  of  the  total  appropriations  established  by  the 
legislature  for  each  program.  All  transfers  between  state  special  revenue  and  federal  special  revenue  funds  must  be  fully 
explained,  justified,  and  reported  in  accordance  with  the  requirements  of  17-7-138  or  17-7-139,  MCA,  as  applicable." 
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LFD 

issui: 


Language  to  Adjust  Funding  in  the  Special  Revenue  Fund  Type-  Implication 

Past  legislatures  have  approved  the  language  proposed  to  be  included  in  HB  2  granting  authority  to  adjust 
appropriations  in  the  designated  programs  between  funds  of  the  special  revenue  fund  type.  With  the 
language,  the  executive  would  authorize  changes  to  the  operating  plans  by  adjusting  appropriations  made  by  the 
legislature  between  funds  derived  from  state  and  other  non-federal  sources  and  funds  derived  from  federal  sources  that 
are  both  intended  for  the  same  use.  The  language  would  restrict  the  amount  of  funding  from  state  and  other  non-federal 
sources  to  no  more  than  the  1 10  percent  of  the  appropriations  from  state  special  revenue  for  the  programs. 

Implementation  of  funding  adjustments  under  the  language  would  not  adjust  the  overall  level  of  appropriations  from  the 
special  revenue  fund  type,  but  would  change  the  proportions  of  funding  between  state  and  federal  sources.  The 
implication  is  that  the  highways  state  special  revenue  account  could  fund  a  higher  percentage  of  the  activities  of  the 
department  than  the  legislature  anticipated  when  the  funding  for  the  department  was  appropriated.  As  stated,  the 
highways  state  special  revenue  account  is  in  jeopardy  of  operating  in  a  deficit  condition  with  expenditures  exceeding 
revenues  and  fund  balance  depleted.  Approval  of  the  above  language  could  impact  the  onset  of  when  the  fund  balance  is 
depleted. 

The  department  has  historically  relied  on  the  language  to  adjust  funding  for  appropriations  during  the  interim  when 
actual  expenditure  patterns  on  federal-aid  projects  differ  from  projected  expenditure  patterns.  The  department  first 
makes  all  expenditures  with  highways  state  special  revenue  and  then  makes  accounting  entries  to  adjust  the  funding 
when  federal  reimbursement  is  received  on  qualifying  activities.  When  activities  that  qualify  for  federal  reimbursement 
don't  occur  in  accordance  with  the  timing  used  to  develop  the  funding  for  the  budgets  of  the  designated  programs, 
funding  adjustments  are  implemented  to  match  actual  expenditure  patterns.  The  funding  adjustments  typically  occur 
only  at  the  end  of  a  fiscal  year  or  when  projected  expenditures  of  an  appropriation  are  higher  for  one  type  of  fund  within 
the  special  revenue  fund  type  and  the  appropriation  for  the  fund  source  would  be  depleted  with  appropriations  from  the 
other  fund  source. 

The  proposed  language  provides  the  agency  significantly  more  flexibility  in  fund  adjustments  than  any  other  agency,  and 
it  is  powerful  language.  Depending  upon  the  level  the  legislature  wishes  to  exercise  highways  state  special  revenue 
expenditures,  it  could: 

1)  Not  approve  the  language;  or 

2)  Approve  similar  language  containing  more  restrictive  provisions,  such  as  a  lower  limitation  on  highways  state 
special  revenue  increase  or  specific  condition  when  the  funding  adjustment  could  be  made. 


"All  federal  special  revenue  appropriations  in  the  department  are  biennial." 

"All  appropriations  in  the  general  operations,  construction,  maintenance,  and  transportation  planning  programs  are 
biennial." 

"All  remaining  federal  pass-through  grant  appropriations  for  highway  traffic  safety,  including  reversions,  for  the  2005 
biennium  are  authorized  to  continue  and  are  appropriated  in  fiscal  year  2006  and  fiscal  year  2007." 


Department  Of  Transportation  A- 106  SUMMARY 


Department  Of  Transportation 


01-General  Operations  Program 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

164.77 

0.00 

5.00 

169.77 

0.00 

6.00 

170.77 

170.77 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Transfers 

Debt  Service 

8,227,383 

11,505,433 

399,626 

75,000 

0 

750 

348,321 
(594,039) 
0 
0 
0 
0 

203,986 

596,897 

96,000 

0 

0 

0 

8,779,690 

11,508,291 

495,626 

75,000 

0 

750 

347,333 
(617,786) 
0 
0 
0 
0 

208,753 
713,621 
0 
0 
0 
0 

8,783,469 

11,601,268 

399,626 

75,000 

0 

750 

17,563,159 

23,109,559 

895,252 

150,000 

0 

1,500 

Total  Costs 

$20,208,192 

($245,718) 

$896,883 

$20,859^57 

($270,453) 

$922^74 

$20,860,1 13 

$41,719,470 

State/Other  Special 
Federal  Special 

19,466,174 
742,018 

(322,104) 
76,386 

896,883 
0 

20,040,953 
818,404 

(369,158) 
98,705 

922,374 
0 

20,019,390 
840,723 

40,060,343 
1,659,127 

Total  Funds 

$20,208,192 

($245,718) 

$896,883 

$20,859,357 

($270,453) 

$922374 

520,860,113 

$41,719,470 

Program  Description 

The  General  Operations  Program  administers  motor  fuel  taxes  and  provides  a<iministrative  support  services  for  the 
department,  including  general  administration  and  management,  accounting  and  budgeting,  public  affairs,  information 
technology  services,  human  resources  activities,  compliance  review,  and  goods  and  services  procurement. 

Program  Highlights 


Department  of  Transportation 

General  Operations  Program 

Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $1.3 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
3  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Modifications     and     enhancements     to     computerized 
management  systems 

•  Increased  video  conferencing  fees 

•  Expansion    of    services     for    disadvantaged    business 
enterprises 

•  Enhancements  in  compliance  to  federal  human  resource 
laws 

•  Funding  for  base  year  levels  of  overtime  and  differential 
pay 

Fixed  costs  are  reduced  by  nearly  $1.4  million  due  primarily  to  lower 
allocation  of  insurance  and  bonding  costs  from  the  Risk  Management 
and  Tort  Division  of  the  Department  of  Administration 
A  project  to  integrate  department  management  systems  and  financial 
systems  that  is  expected  to  last  several  biennia  would  add  6.00  FTE  by 
the  end  of  the  biennium  and  increase  funding  by  $1 .3  million 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  governor. 


Program  Funding  Table 
General  Operations  Progr 

Program  Funding 

Base 
FY  2004 

%  of  Base           Budget 
FY  2004           FY  2006 

%  of  Budget           Budget 
FY  2006            FY  2007 

%  of  Budget 
FY  2007 

02422  Highways  Special  Revenue 
03407  Highway  Trust  -  Sp  Rev 
Grand  Total 

$      19,466,174 

742,018 

$     20.208.192 

96.3%     $  20,040,953 

3.7%             818,404 

100.0%     $  20.859.357 

96.1%     $   20,019,390 

3.9%              840,723 

100.0%     $   20.860.113 

96.0% 

4.0% 

100.0% 

The  General  Operations  Program  is  funded  from  the  highways  state  special  revenue  fund  and  federal  special  revenue. 
The  highways  state  special  revenue  fund  receives  revenue  primarily  from  motor  fuel  taxes,  gross  vehicle  weight  permit 
fees,  and  reimbursements  for  indirect  costs  associated  with  the  federal-aid  highway  program  via  a  Federal  Highways 
Administration  (FHWA)  approved  indirect  cost  plan.  Federal  funding  is  available  for  assistance  for  disadvantaged 
businesses,  training,  fuel  tax  evasion  prevention  efforts,  and  direct  administrative  expenses  associated  with  the  federal- 
aid  highway  program. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

637,030 

636,003 

Vacancy  Savings 

(354,575) 

(354,536) 

Inflation/Deflation 

(323,706) 

(323,679) 

Fixed  Costs 

(701,425) 

(678,623) 

Total  Statewide  Present  Law  Adjustments 

($742,676) 

($720335) 

DP  1 03  -  Commercial  Vehicle  Operations  Enhancements 

0.00 

0 

126,566 

106,265 

232,831 

0.00 

0 

126,566 

106,265 

232,831 

DP  104  -  Local  Option  Tax  (Requires  Legislation) 

0.00 

0 

50,000 

0 

50,000 

0.00 

0 

0 

0 

0 

DP  105  -  Overtime  and  Differential  Pay 

0.00 

0 

65,866 

0 

65,866 

0.00 

0 

65,866 

0 

65,866 

DP  106  -  Equipment  Rental 

0.00 

0 

5,441 

0 

5,441 

0.00 

0 

5,425 

0 

5,425 

DP  1 08  -  Human  Resource  Compliance 

0.00 

0 

10,943 

0 

10,943 

0.00 

0 

10,934 

0 

10,934 

DP  109  -  DBE  Support  Services  Expansion 

0.00 

0 

0 

57,827 

57,827 

0.00 

0 

0 

57,826 

57,826 

DP  1 10  -  Video  Conferencing 

0.00 

0 

10,800 

0 

10,800 

0.00 

0 

10,800 

0 

10,800 

DP  1 1 1  -  Fuel  Tax  Evasion 

0.00 

0 

5,000 

58,250 

63,250 

0.00 

0 

5,000 

61,700 

66,700 

Total  Other  Present  Law  Adjustments 

0.00 

so 

$274,616 

$222342 

$496,958 

0.00 

$0 

$224391 

$225,791 

$450382 

Grand  Total  All  Present  Law  Adjustments 

($245,718) 

($270,453) 

DP  103  -  Commercial  Vehicle  Operations  Enhancements  -  Increases  of  $253,132  state  special  revenue  and  $212,530 
federal  special  revenue  for  the  biennium  are  requested  to  provide  enhancements  to  the  software  used  by  the  department 
to  administer  and  enforce  state  and  federal  commercial  motor  carrier  laws  and  regulations. 
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One-Time  Funding  for  Enhancements 

The  base  includes  $725,000  for  ongoing  maintenance  costs  of  the  system.    Enhancements  costs  are  not 
typically  ongoing.      Therefore,   the  legislature  may   wish  to   designate  the  appropriation  for  system 
enhancements  as  one  time 


LFD 

issui; 


DP  104  -  Local  Option  Tax  (Requires  Legislation)  -  An  increase  of  $50,000  state  special  revenue  for  the  biennium  is 
requested  to  modify  the  department  fuel  tax  administration  system  to  incorporate  a  local  option  tax. 


LFD 

ISSUK 


One-Time  Funding  for  Modifications 

System  modification  costs  are  not  typically  ongoing.    Therefore,  the  legislature  may  wish  to  designate  the 
appropriation  for  modifying  the  fuel  tax  administration  system  to  incorporate  a  local  option  tax  as  one  time. 


LFD 
COMMKNT 


Contingent  on  Legislation  -  Cost  Impacts 

Cost  estimates  are  based  on  passage  of  LC  1 87,  which  would  eliminate  current  department  duties  to 
provide  refunds  for  off-road  use  associated  with  local  option  taxes.  If  LC  187  does  not  pass,  the  costs 
to  modify  the  system  would  be  higher.  According  to  the  department,  a  preliminary  estimate  to  the  system  to 
accommodate  refunds  if  LC  187  does  not  pass  is  $75,000.  However,  a  detailed  estimate  has  not  been  completed. 


DP  1 05  -  Overtime  and  Differential  Pay  -  An  increase  of  $131,732  state  special  revenue  for  the  biennium  is  requested  to 
reestablish  base  year  overtime  and  differential  pay.  Included  in  the  increase  is  $17,184  for  benefits,  calculated  at  15 
percent  of  overtime  and  differential  pay,  to  fund  federal  payroll  taxes,  workers  compensation  and  state  unemployment 
insurance,  and  employer  contribution  to  the  public  employee  retirement  system. 

DP  106  -  Equipment  Rental  -  An  increase  of  $10,866  state  special  revenue  for  the  biennium  is  requested  to  fund  the 
program  share  of  proposed  increases  in  the  Equipment  Program  -  an  internal  service  program  exclusively  serving 
programs  of  the  Department  of  Transportation.  A  discussion  of  the  equipment  rental  rates  is  contained  in  the  proprietary 
discussion  for  the  Equipment  Program. 

DP  108  -  Human  Resource  Compliance  -  An  increase  of  $21,887  state  special  revenue  for  the  biennium  is  requested  to 
provide  on-site  compliance  reviews  of  disadvantaged  business  enterprises  and  to  develop  and  maintain  records  to 
verify  contractor  compliance  with  federal  labor  and  equal  employment  opportunity  requirements. 

DP  109  -  DBE  Support  Services  Expansion  -  An  increase  of  $1 15,653  federal  special  revenue  for  the  biennium  is 
requested  to  expand  services  to  disadvantaged  business  enterprise  (DBE)  companies.  Expanded  services  to  DBE 
companies  proposed  in  this  request  are  for  increased  reimbursements,  additional  meetings  and  training 
workshops,  an  improved  monthly  newsletter,  and  additional  marketing  and  financial  assistance. 

DP  1 10  -  Video  Conferencing  -  An  increase  of  $21,600  state  special  revenue  for  the  biennium  is  requested  to  fund 
video  conferencing  fees  for  seven  video  conferencing  units  added  at  the  end  of  FY  2004.  The  request  would  fund 
video  conferencing  fees  paid  to  the  Information  Technology  Services  Division  of  the  Department  of 
Administration  under  a  service  level  agreement.  The  seven  new  sites  funded  in  the  adjustment  are  in  addition  to 
the  existing  six  sites  funded  in  the  base  budget. 
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DP  1 1 1  -  Fuel  Tax  Evasion  -  Increases  of  $10,000  state  special  revenue  and  $119,950  federal  special  revenue  for 
the  biennium  are  requested  for  fuel  tax  evasion  activities.  Funding  would  develop  and  maintain  an  interface 
between  the  management  system  used  to  monitor  fuel  distributor  data  and  the  system  to  administer  and  enforce 
state  and  federal  commercial  motor  carrier  laws  and  regulations.  This  request  would  also  fund  purchases  of  fuel  tax 
evasion  enforcement  training  videos,  mobile  audio/video  recorders,  and  maintenance  of  an  increased  number  of 
cells  phones  for  Motor  Carrier  Services  enforcement  officers. 


New  Proposals 


New  Proposals 


Program 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  101  -  Integrated  Financials 
01  5.00 

DP  102  -  Remote  Computer  Connectivity 
01  0.00 


Total 


5.00 


0 

0 

$0 


646,883 

250,000 

$896,883 


0 

0 

$0 


646,883 

250,000 

$896,883 


6.00 
0.00 
6.00 


0 

0 

$0 


672,374 

250,000 

$922,374 


0  672,374 

0  250,000 

$0  $922,374 


DP  101  -  Integrated  Financials  -  An  increase  of  about  $1.3  million  state  special  revenue  for  the  biennium  is  requested  for 
a  long-term  project  to  integrate  department  management  systems  used  for  resource  and  project  planning  and  scheduling, 
and  financial  planning,  monitoring,  and  administration.  The  request  includes  funding  for  5.00  FTE  in  FY  2006  and  6.00 
FTE  in  FY  2007. 


LID 
COMMENT 


Previous  Legislative  Funding  -  New  Direction 

The  2003  Legislature  provided  $4.5  million  one-time  funding  for  the  department  to  integrate 
financial  management  systems  and  develop  a  common  data  warehouse  during  the  2005  biennium.  The  department  had 
concerns  over  the  adequacy  of  the  funding  and  the  intent  of  the  legislature  and  decided  to  forego  activities  on  the  project 
during  the  2005  biennium.  None  of  the  appropriation  authorized  for  the  system  was  expended. 

The  current  plan  for  the  integrated  financials  project  calls  for  designing  multiple  smaller  projects  in  incremental  steps 
intended  to  reduce  the  risks  associated  with  full  implementation  of  one  large-scale  enterprise-wide  project.  It  also 
provides  for  making  investment  decisions  based  on  business  process  and  system  analyses.  The  goal  of  this  approach  is 
to  be  able  to  make  decisions  to  move  forward  with  each  incremental  step  without  sacrificing  the  benefits  gained  from 
the  investment  made  in  the  prior  steps.  As  such,  the  request  proposes  a  longer-tern  overall  project  that  could  take  up  to 
eight  years  to  complete. 

The  project  focuses  on  defining  the  business  processes  necessary  to  integrate  department  resource  planning  efforts  with 
department  financial  processes  for  developing  and  monitoring  budgets,  planning  and  monitoring  the  use  of  federal 
obligation  authority,  and  managing  cash  reserves.  Ultimately,  the  department  intends  to  maximize  the  use  of  the 
existing  department  project  scheduling  system  and  the  Statewide  Accounting,  Budgeting,  and  Human  Resources  System 
(SABHRS). 

The  department  is  using  base  funding  to  update  management  systems  from  older  software  platforms  to  the  state  standard 
Oracle  platform.  Assuming  all  portions  of  the  project  are  completed  as  currently  envisioned,  the  full  project  is  estimated 
to  cost  from  $8  million  to  $1 8  million. 


DP  102  -  Remote  Computer  Connectivity  -  An  increase  of  $500,000  state  special  revenue  for  the  biennium  is  requested 
to  provide  high-speed  remote  access  for  the  roughly  300  remote  department  worksites  across  the  state  that  currently 
connect  to  department  computer  networks  via  slow-speed  dialup  connections. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

1,069.59 

40.65 

0.00 

1,110.24 

11.65 

3.00 

1,081.24 

1,081.24 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 
Grants 

52,793,815 

290,599,940 

857,670 

15,526,338 

95,225 

3,549,690 

6,090,053 

103,874,326 

0 

473,663 

0 

0 

0 
0 
0 
0 
0 
0 

58,883,868 

394,474,266 

857,670 

16,000,001 

95,225 

3,549,690 

5,290,771 

92,539,192 

0 

473,663 

0 

0 

0 
0 
0 
0 
0 
0 

58,084,586 

383,139,132 

857,670 

16,000,001 

95,225 

3,549,690 

116,968,454 

777,613,398 

1,715,340 

32,000,002 

190,450 

7,099,380 

Total  Costs 

$363,422,678 

$110,438,042 

$0 

$473,860,720 

$98303,626 

$0 

$461,726304 

$935387,024 

State/Other  Special 
Federal  Special 

126,894,127 
236,528,551 

38,852,572 
71,585,470 

0 
0 

165,746,699 
308,114,021 

13,150,792 
85,152,834 

0 
0 

140,044,919 
321,681,385 

305,791,618 
629,795,406 

Total  Funds 

$363,422,678 

$110,438,042 

$0 

$473,860,720 

$98303,626 

$0 

$461,726,304 

$935,587,024 

Program  Description 

The  Construction  Program  is  responsible  for  construction  project  planning  and  development  from  the  time  a  project  is 
included  in  the  long-range  work  plan  through  the  actual  construction  of  the  project.  Program  responsibilities  include 
such  tasks  as  project  designs,  environmental  documents  and  permits,  right-of-way  acquisitions,  issuing  contract  bids, 
awarding  contracts,  and  administering  construction  contracts.  Contract  administration  is  responsible  for  the 
documentation,  inspection,  and  testing  of  highway  construction  projects  from  the  time  the  contract  is  awarded  to  a 
private  contractor  until  the  project  is  completed  and  the  work  is  approved  as  meeting  established  construction  standards. 
The  program  also  provides  traffic  improvement  and  educational  programs  to  promote  public  safety,  health,  and  welfare. 

Program  Highlights 
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Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $208.7 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
29  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Increases  for  highway  construction  related  costs  in 
anticipation  of  higher  levels  of  federal  funding 

•  Reappropriation  of  state  special  revenue  approved  for  the 
2005  biennium  to  accelerate  widening  and  upgrades  of 
Highway  93 

•  Adjustments  to  fully  fund  aggregate  positions 

•  Funding  for  base  year  levels  of  overtime  and  differential 
pay 

•  An  increase  in  funding  for  the  community  transportation 
enhancement  program 

The  state  funded  construction  program  would  be  reduced  by  about 
$38.5  million  state  special  revenue  for  the  biennium  to  reduce  fully 
state  funded  construction  funding  to  the  minimum  level  needed  to 
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obtain  a  favorable  federal  funding  rate 

Additional  traffic  engineers  would  add  2.00  FTE  and  nearly  $237,000 

total  funds 

An  adjustment  to  match  construction  management  personnel  with 

anticipated  construction  activities  would  add  funding  for  38.65  FTE  in 

FY  2006  and  9.65  FTE  in  FY  2007  and  $3.5  million  total  funds 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  executive. 


Program  Funding  Table 
Construction  Program 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


02422  Highways  Special  Revenue  $    126,894,127 
02799  Highway  93  Bond  Proceeds 

03407  Highway  Trust  -  Sp  Rev  226,69 1 ,340 

03828  Traffic  Safety  9.837.211 

Grand  Total  8    363,422,678 


34.9%    $  105,417,831  22.2%     $ 

60,328,868  12.7% 

62.4%        299,841,523  63.3% 

2.7%  8.272.498  1.7%     _ 

100.0%    $  473,860,720  100.0%    $ 


107,373,269 

32,671,650 

313,413,047 

8.268.338 

461,726,304 


23.3% 
7.1% 

67.9% 

1.8% 

100.0% 


Costs  eligible  for  reimbursement  under  the  federal-aid  construction  program  are  funded  with  highways  state  special 
revenue  funds  and  federal  special  revenue  funds  apportioned  to  Montana  and  distributed  by  the  U.S.  Department  of 
Transportation.  Construction  design,  construction,  and  construction  management  costs,  as  well  as  direct  administrative 
costs  for  construction  activities,  are  generally  eligible  for  federal  reimbursement.  The  state  match  requirement  is  based 
on  a  sliding  scale  match,  which  is  currently  87  percent  federal  with  a  13  percent  state  match  for  most  direct  construction 
related  costs.  The  program  also  provides  a  maintenance-of-effort  highway  construction  program  funded  entirely  with 
highways  state  special  revenue.  The  primary  sources  of  revenue  for  the  highways  state  special  revenue  funds  are 
highway-user  fees  derived  from  motor  fuel  taxes  and  gross  vehicle  weight  fees.  Traffic  safety  functions  are  generally 
funded  100  percent  with  National  Highway  Traffic  Safety  Administration  grant  funds.  The  exception  is  that  a  50  percent 
state  special  revenue  match  is  required  for  roughly  1  percent  of  the  administrative  costs. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

.„ ,.pi3 — ' 

.        pMU, 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

1,074,054 

1,029,065 

Vacancy  Savings 

(2,154,706) 

(2,152,917) 

Inflation/Deflation 

(5,383) 

(5,436) 

Fixed  Costs 

(16,703) 

(16,594) 

Total  Statewide  Present  Law  Adjustments 

($1,102,738) 

($1,145,882) 

DP  201  -  Traffic  Engineers 

2.00                      0 

46,067 

72,509 

118,576 

2.00 

0 

45,953 

72,299 

118,252 

DP  202  -  Contractor  Payments/State  Construction  Program 

0.00                      0 

(19,211,644) 

0 

(19,211,644) 

0.00 

0 

(19,273,491) 

0 

(19,273,491) 

DP  203  -  Contractor  Payments/Federal  Aid  Construction  Prog 

0.00                        0 

7,084,835 

53,359,232 

60,444,067 

0.00 

0 

9,140,144 

67,939,449 

77,079,593 

DP  204  -  US  HWY  93 

0.00                        0 

60,328,868 

0 

60,328,868 

0.00 

0 

32,671,650 

0 

32,671,650 

DP  205  -  Construction  Management  FTE 

38.65                        0 

701,656 

1,552,298 

2,253,954 

9.65 

0 

428,178 

819,428 

1,247,606 

DP  206  -  Aggregate  Position  Funding 

0.00                      0 

520,792 

1,152,167 

1,672,959 

0.00 

0 

523,302 

1,149,657 

1 ,672,959 

DP  207  -  Right-of-Way/Utilities 

0.00                      0 

137,855 

648,090 

785,945 

0.00 

0 

138,484 

647,461 

785,945 

DP  208  -  Community  Transportation  Enhancement  Program 

0.00                      0 

51,200 

348,800 

400,000 

0.00 

0 

51,920 

348,080 

400,000 

DP  209  -  Overtime  and  Differential  Pay 

0.00                        0 

2,029,634 

2,349,295 

4,378,929 

0.00 

0 

2,034,888 

2,344,041 

4,378,929 

DP  210  -  Equipment  Rental 

0.00                      0 

147,724 

221,402 

369,126 

0.00 

0 

151,496 

216,569 

368,065 

Total  Other  Present  Law  Adjustments 

40.65                     $0 

$51,836,987 

$59,703,793 

$111,540,780 

11.65 

$0 

$25,912^24 

$73,536,984 

$99,449,508 

Grand  Total  All  Present  Law  Adjustments 

$110,438,042 

$98,303,626 

DP  201  -  Traffic  Engineers  -  Increases  of  $92,020  state  special  revenue  and  $144,808  federal  special  revenue  for  the 
biennium  are  requested  to  fund  the  addition  of  2.00  FTE  traffic  engineering  specialists  for  each  year.  The  traffic 
engineers  would  address  increasing  demand  for  traffic  engineering  work  in  the  preliminary  engineering  design  and 
project  development  phases  of  federal-aid  highway  construction  projects  and  in  the  hazards  elimination  safety  program. 

DP  202  -  Contractor  Payments/State  Construction  Program  -  A  reduction  of  about  $38.5  million  state  special  revenue  for 
the  biennium  is  proposed  to  reduce  the  state  funded  construction  program  to  the  minimum  amount  of  state  maintenance 
of  effort  required  to  receive  a  favorable  federal  participation  rate  on  federal  aid  projects. 


LFD 
ISSUE 


State  Funded  Construction  is  not  Reduced  to  the  Minimum  Amount  for  Maintenance  of  Effort 

The  executive  states  in  its  request  that  the  state  funded  construction  program  would  be  reduced  to  the 
minimum  amount  of  state  maintenance  of  effort  required  to  receive  a  favorable  federal  participation  rate  on 
federal  aid  projects.  However,  the  base  expenditures  include  $56.9  million  state  funded  construction  program 
expenditures,  while  the  minimum  maintenance  of  effort  has  been  determined  to  be  roughly  $10.0  million  per  year.  By 
adjusting  the  base  by  $19.2  million  each  year,  the  annual  state  funded  construction  program  would  only  be  reduced  to 
$37.7  million  or  about  $27.7  more  than  the  minimum  maintenance  of  effort.  If  leveraged  for  federal  match,  this  amount 
could  generate  $185.4  million  federal  funds. 


DP  203  -  Contractor  Payments/Federal  Aid  Construction  -  Increases  of  about  $16.2  million  state  special  revenue  and 
$121.3  million  federal  special  revenue  for  the  biennium  are  requested  to  fund  payments  to  highway  construction 
contractors  based  on  department  estimates  of  federal-aid  funding  and  the  corresponding  long-range  highway  construction 
plan. 
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Estimating  Contractor  Payment  Amounts 

Based  on  planned  construction  activities,  the  department  uses  several  management  systems  to 
estimate  resource  usage  and  payout  schedules  on  highway  construction  projects.  The  tentative  construction  plan  (TCP) 
indicates  when  the  various  highway  construction  projects  will  be  let  and  the  type  of  work  to  be  completed.  This 
construction  contract  information  is  used  in  the  Project  Cost  Scheduling  (PCS)  system  to  estimate  when  and  at  what 
amounts  actual  contractor  payments  will  be  made.  The  estimates  from  these  management  systems  form  the  basis  for  the 
contractor  payments  budget  request. . 


DP  204  -  US  HWY  93  -  The  department  has  accelerated  the  construction  process  on  US  Highway  93  from  Evaro  Hill  to 
Poison  to  double  the  current  traffic  capacity  and  address  safety  problems.  Highway  revenue  bonds  would  be  issued  to 
provide  the  funding  for  this  accelerated  schedule.  This  request  is  for  $93.0  million  state  special  revenue  for  the  2007 
biennium  to  provide  debt  service  for  the  bond  issue. 

The  sale  of  bonds,  with  the  proceeds  deposited  in  a  special  revenue  fund,  would  provide  the  funding  to  construct  these 
projects  in  three  years,  whereby  it  would  normally  require  ten  or  more  years  to  design  and  construct  projects  of  this 
magnitude.  Because  the  highway  runs  through  the  Flathead  Indian  Reservation,  the  entire  cost  of  the  project  qualifies  for 
federal  funding  with  no  state  match.  As  the  bonds  mature  and  are  redeemed,  federal  aid  from  the  Federal  Highway 
Administration  (FHWA)  would  pay  for  the  bonds  and  interest. 


LFD 
COMMENT 


Project  Delays  -  No  Base  Expenditures 

Funding  for  this  project  was  approved  by  the  2003  legislature,  but  no  expenditures  were  made 
during  the  base  year.  Project  delays  caused  by  difficult  right-of-way  negotiations,  slower  than  anticipated  approval  of 
environmental  permits,  and  slower  than  anticipated  negotiations  on  agreements  for  settling  project  issues  that  involved 
coordinated  actions  between  state,  federal,  and  tribal  governments.  Utility  relocation  activities  associated  with  the 
projects  have  also  added  further  delays.  One  contract  has  been  awarded  for  a  portion  of  the  work  and  additional 
contracts  are  anticipated  for  work  during  FY  2005. 


DP  205  -  Construction  Management  FTE  -  The  department  estimates  FTE  and  engineering  costs  via  the  Construction 
Management  System  (CMS)  using  standards  that  apply  to  the  proposed  construction  plan.  This  adjustment  would  fund 
increases  of  38.65  FTE  in  FY  2006  and  9.65  FTE  in  FY  2007,  in  combination  with  adjustments  for  preliminary  and 
construction  engineering  functions  in  support  of  highway  construction.  The  request  is  for  increases  of  $1,129,834  state 
special  revenue  and  $2,371,726  federal  special  revenue  for  the  biennium. 

DP  206  -  Aggregate  Position  Funding  -  The  Construction  Program  has  certain  organizational  units  that  have  aggregate 
positions  (a  position  with  several  FTE).  The  people  in  these  positions  vary  in  experience  from  entry  to  highly 
experienced.  The  Montana  Budgeting  and  Reporting  System  (MBARS)  calculates  funding  for  personal  services  by 
computing  costs  for  all  the  FTE  in  a  position  at  the  rate  of  the  most  recent  employee  in  that  position.  Through  this 
process,  all  FTE  in  an  aggregate  position  are  funded  based  on  the  position  attributes  of  the  person  most  recent  to  the 
position.  In  most  cases,  that  person  is  the  lowest  paid  person  in  the  position.  Therefore,  other  FTE  in  the  position  are  not 
fully  funded.  The  department  uses  a  system  called  the  Personal  Services  Budget  Management  System  (PSBM)  to 
compute  the  actual  amount  of  funding  needed  to  fully  fund  each  person  in  the  position.  This  request  is  for  $1,044,094 
state  special  revenue  and  $2,301,824  federal  special  revenue  for  the  biennium  to  fully  fund  all  aggregate  positions  in  the 
Construction  Program  based  on  position  incumbents. 


Department  Of  Transportation  A- 1 1 4  Construction  Program 


Department  Of  Transportation 02-Construction  Program 

DP  207  -  Right-of-Wav/Utilities  -  Increases  of  $276,339  state  special  revenue  and  $1,295,551  federal  special  revenue  for 
the  biennium  are  requested  to  fund  utility  relocation  activities  and  purchase  right-of-way  for  the  expected  increase  in 
highway  construction  projects  that  would  result  from  expected  higher  federal  funding  levels  when  the  U.S.  Congress 
reauthorizes  federal  highway  funding. 

DP  208  -  Community  Transportation  Enhancement  Program  -  The  community  transportation  enhancement  program 
(CTEP)  provides  nontraditional  transportation  related  projects  that  are  designed  to  strengthen  the  cultural,  aesthetic,  and 
environmental  aspects  of  the  inter-modal  transportation  system  in  Montana.  Increases  of  $103,120  state  special  revenue 
and  $696,880  federal  special  revenue  for  the  biennium  are  requested  to  increase  funding  for  CTEP  to  levels  expected  for 
the  2007  biennium  under  allocation  formulas  of  federal-aid  highway  funding. 

DP  209  -  Overtime  and  Differential  Pay  -  Increases  of  $4,064,522  state  special  revenue  and  $4,693,336  federal  special 
revenue  for  the  biennium  are  requested  to  reestablish  base  year  overtime  and  differential  pay.  Included  in  the  increases 
is  $1,142,332  for  benefits,  calculated  at  15  percent  of  overtime  and  differential  pay,  to  fund  federal  payroll  taxes, 
workers  compensation  and  state  unemployment  insurance,  and  employer  contribution  to  the  public  employee  retirement 
system. 

DP  210  -  Equipment  Rental  -  Increases  of  $299,220  state  special  revenue  and  $437,971  federal  special  revenue  for  the 
biennium  are  requested  to  fund  the  program  share  of  proposed  increases  in  the  Equipment  Program  -  an  internal  service 
program  exclusively  serving  programs  of  the  Department  of  Transportation.  A  discussion  of  the  equipment  rental  rates 
is  contained  in  the  proprietary  discussion  for  the  Equipment  Program. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

761.17 

0.00 

0.00 

761.17 

0.00 

0.00 

761.17 

761.17 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

35,186,585 

56,190,657 

164,987 

7,156 

3,174,965 

3,287,287 
62,000 
43,000 

0 

75,000 

0 

0 

38,361,550 

59,552,944 

226,987 

50,156 

3,244,311 

3,359,068 

62,000 

43,000 

0 

75,000 

0 

0 

38,430,896 

59,624,725 

226,987 

50,156 

76,792,446 

119,177,669 

453,974 

100,312 

Total  Costs 

$91,549,385 

$6,567,252 

$75,000 

$98,191,637 

$6,708379 

$75,000 

$98332,764 

$196324,401 

State/Other  Special 
Federal  Special 

83,203,653 
8,345,732 

7,606,205 
(1,038,953) 

75,000 
0 

90,884,858 
7,306,779 

7,622,695 
(914,316) 

75,000 
0 

90,901,348 
7,431,416 

181,786,206 
14,738,195 

Total  Funds 

$91,549385 

$6^67,252 

$75,000 

$98,191,637 

$6,708379 

$75,000 

$98332,764 

$196324,401 

Program  Description 

The  Maintenance  Program  is  responsible  for  preserving  and  maintaining  a  safe  and  environmentally  sound  state  highway 
transportation  system  and  related  facilities.  Major  activities  include  sign  maintenance  and  repair,  and  patching, 
repairing,  and  periodic  sealing  of  highway  surfaces  and  structures;  snow  removal;  and  sanding. 

Program  Highlights 
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Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $13.4 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
7  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Additional  maintenance  cost  for  state  assumption  of  city 
park  rest  areas 

•  Replacement  of  radio  communications  equipment 

•  Increased  funding  to  control  noxious  weeds  along  state 
highways 

•  Adjustment  to  base  expenditures  for  pavement  marking 
contracts  due  to  low  base  year  expenditures 

•  Component  replacement  and  expansion  of  the  remote 
weather  information  system 

•  Funding  for  base  year  levels  of  overtime  and  differential 
pay 

State  funding  replacement  of  federal  funding  for  the  511  traveler 
information  system  would  add  $160,000 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 


Program  Funding  Table 
Maintenance  Program 

Program  Funding 

Base              %  of  Base           Budget 
FY  2004            FY  2004           FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02422  Highways  Special  Revenue 
03407  Highway  Trust  -  Sp  Rev 
Grand  Total 

$      83,203,653             90.9%     $   90,884,858 

8.345.732               9.1%           7.306.779 

$      91,549,385            100.0%     $   98,191,637 

92.6% 

7.4% 

100.0% 

$90,901,348 
7.431.416 

$  98,332.764 

92.4% 
7.6% 

1 00.0% 

The  Maintenance  Program  is  primarily  funded  with  highways  state  special  revenue.  Federal  special  revenue  also  funds  a 
portion  of  the  costs  associated  with  the  road  reporter  functions  as  well  as  qualifying  highway  maintenance  activities 
determined  by  the  Federal  Highway  Administration  to  extend  the  life  of  the  highway. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fjcf 

al  2006 

State 

Federal 



Total 

J 

'iscal  2007 

State 

Federal 

Total 

General 

General 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

2,295,189 

2,367,44? 

Vacancy  Savings 

(1,499,299) 

(1,502,207) 

Inflation/Deflation 

89,796 

83,971 

Fixed  Costs 

(500) 

(500) 

I  otal  Statewide  Present  Law  Adjustments 

$885,186 

$948,707 

DP  30 1  -  Additional  Secondary  Roads 

0.00 

0 

234,552 

0 

234,552 

0.00 

0 

316,152 

0 

316,152 

DP  304  -  Communications  -  Two  Way  Radios 

0.00 

0 

256,918 

0 

256,918 

0.00 

0 

256,919 

0 

256,919 

DP  305  -  Rest  Areas,  Vaults  and  New  Utilities 

0.00 

0 

361,611 

0 

361,611 

0.00 

0 

361,611 

0 

361,611 

DP  306  -  RWIS  System  Maintenance  and  Expansion 

0.00 

0 

230,075 

0 

230,075 

0.00 

0 

230,075 

0 

230,075 

DP  308  -  Equipment  Rental 

0.00 

0 

2,060,428 

0 

2,060,428 

0.00 

0 

2,056,097 

0 

2,056,097 

DP  309  -  Biennial  Appropriation  Adjustments 

0.00 

0 

(846,497) 

0 

(846,497) 

0.00 

0 

(846,497) 

0 

(846,497) 

DP  310  -  Pavement  Markings 

0.00 

0 

115,348 

404,471 

519,819 

0.00 

0 

115,348 

404,471 

519,819 

DP  31 1  -  Overtime  and  Differential  Pay 

0.00 

0 

2,379,075 

0 

2,379,075 

0.00 

0 

2,379,075 

0 

2,379,075 

DP  313  -  51 1  Travelers  information  Program 

0.00 

0 

80,000 

0 

80,000 

0.00 

0 

80,000 

0 

80,000 

DP  314  -  Noxious  Weed  Control 

0.00 

0 

305,336 

0 

305,336 

0.00 

0 

305,336 

0 

305,336 

DP  3 1 5  -  City  Maintenance  Contracts 

0.00 

0 

57,749 

0 

57,749 

0.00 

0 

58.085 

0 

58,085 

DP  316  -  Land  Acquisition 

0.00 

0 

43,000 

0 

43,000 

0.00 

0 

43,000 

0 

43,000 

Total  Other  Present  Law  Adjustments 

0.00 

so 

S5,2773»5 

$404,471 

$5,682,066 

0.00 

$0 

$5355,201 

$404,471 

$5,759,672 

Grand  Total  All  Prescni  l,aw  Adjustment; 

$6,567,252 

$6,708,3"9 
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DP  301  -  Additional  Secondary  Roads  -  An  increase  of  $550,704  state  special  revenue  for  the  biennium  is  requested  to 
purchase  materials  to  maintain  105.5  additional  centerline  miles  of  paved  secondary  roads  assumed  from  counties  under 
the  authority  of  60-2-203,  MCA.  Materials  that  would  be  purchased  include  such  items  as  traffic  paint,  winter  materials, 
replacement  signs,  and  sand. 

DP  304  -  Communications  -  Two  Wav  Radios  -  An  increase  of  $513,837  state  special  revenue  for  the  biennium  is 
requested  to:  1)  replace  obsolete  two-way  mobile  radio  communication  equipment  used  by  field  personnel  of  the 
Maintenance  Program,  Construction  Program,  and  Motor  Carrier  Services  Divisions  in  Great  Falls,  Butte,  and  Helena; 
and  2)  fund  increased  operating  costs  for  new  telephone  systems  installed  in  Bozeman,  Havre,  and  Shelby  at  the  end  of 
FY  2004. 


LFD 
COMMENT 


Funding  Would  Establish  a  12-year  Replacement  Cycle 

Funding  to  replace  two-way  radios  in  Bozeman  was  provided  for  the  2005  biennium,  and  was 
designated  as  one  time  and  is  not  included  in  the  base.  The  funding  in  this  adjustment  would  establish  a  12-year 
replacement  cycle  in  which  two-way  radio  equipment  in  two  to  three  area  sites  would  be  replaced  each  biennium. 
Typically,  two-way  radio  manufacturers  stop  providing  support  and  parts  10  to  12  years  after  the  radios  are 
manufactured.  The  existing  equipment  will  be  18  to  20  years  old  at  the  time  of  replacement  under  this  adjustment. 


DP  305  -  Rest  Areas,  Vaults  and  New  Utilities  -  An  increase  of  $723,222  state  special  revenue  for  the  biennium  is 
requested  to  fund:  1)  increased  contract  costs  for  rest  area  maintenance;  2)  operations  and  maintenance  costs  for  two  new 
rest  areas  that  will  open  in  the  2007  biennium;  3)  utility  costs  at  a  new  maintenance  facility  constructed  in  Melstone  to 
replace  an  abandoned  section  house  in  Ingomar;  and  4)  the  installation  and  maintenance  of  vault  toilets  at  five  pullout 
areas  used  by  truck  drivers  and  other  large  vehicles. 


LFD 

COMMENT 


Factors  for  Contract  Cost  Increases 

The  department  has  seen  significant  increases  in  rest  area  maintenance  contract  costs  as  the 
contracts  for  rest  area  janitorial  and  maintenance  have  been  rebid.  Contract  increases  of  more  than  25  percent  are 
common.  Previous  concerns  with  the  quality  of  rest  area  services  have  caused  the  department  to  tighten  the  contract 
specifications  and  standards.  These  more  stringent  standards,  along  with  the  remote  locations  for  many  of  the  rest  areas, 
are  factors  for  the  cost  increases.  The  most  recently  published  survey  of  highway  user  satisfaction  found  that  rest  area 
maintenance  has  slightly  improved  from  2000  to  2002. 


DP  306  -  RWIS  System  Maintenance  and  Expansion  -  An  increase  of  $460,150  state  special  revenue  for  the  biennium  is 
requested  to:  1)  establish  a  regular  replacement  program  for  Roadway  Weather  Information  System  (RWIS)  hardware 
and  software;  and  2)  expand  and  enhance  the  system  by  adding  more  web  cameras  to  the  system. 


LFD 
COMMENT 


Roadway  Weather  Information  System  Explained 

The  Roadway  Weather  Information  System  consists  of  a  variety  of  weather  monitoring  equipment, 
including  web  cameras  and  sensors,  located  throughout  Montana  on  state  maintained  highways.  The  system  is  used  by  a 
number  of  functions  within  the  department.  For  example,  the  highway  maintenance  crews  use  information  provided  by 
these  remotely  located  instruments  to  monitor  adverse  weather  and  road  conditions.  Additionally,  the  department 
traveler  information  processes  use  data  generated  from  RWIS.  The  National  Weather  Service  uses  RWIS  system  data  as 
input  into  their  weather  forecast  models.  The  traveling  public  uses  the  system  to  view  road  and  weather  conditions  for 
travel  planning.  The  current  system  consists  of  60  remote  units,  of  which  17  have  cameras  viewable  from  the  Internet 
by  the  traveling  public,  weather  service,  and  the  department. 
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RWIS  One-Time  Funding 

The  request  for  RWIS  system  maintenance  and  expansion  includes  funding  for  costs,  some  of  which  are 
ongoing  and  some  of  which  are  not.  According  to  the  department,  the  replacement  costs  would  establish  a 
four-year  replacement  cycle  for  most  field  equipment  of  the  system  and  a  two-year  cycle  for  server  equipment.  A 
portion  of  the  request  is  for  enhancements  to  the  system  and  would  not  need  to  be  replaced  for  four  years.  Furthermore, 
there  are  no  plans  for  regularly  enhancing  the  system  other  than  for  enhancements  that  are  identified  as  budgets  are 
developed.  As  such,  ongoing  funding  is  not  needed  to  support  routine  enhancements  of  the  system.  Ongoing  funding  is 
only  needed  for  a  regular  component  replacement  cycle  for  existing  and  proposed  enhancement  equipment. 

According  to  a  breakdown  provided  by  the  department,  $197,400  of  the  funding  in  this  request  would  support  the  regular 
replacement  cycle  and  $262,750  would  fund  enhancements  that  would  not  be  regularly  ongoing.  The  legislature  may 
wish  to  designate  $262,750  of  this  request  as  a  one-time-only  appropriation. 


DP  308  -  Equipment  Rental  -  An  increase  of  $4,116,525  state  special  revenue  for  the  biennium  is  requested  to  fund  the 
program  share  of  proposed  increases  in  the  Equipment  Program  -  an  internal  service  program  exclusively  serving 
programs  of  the  Department  of  Transportation.  A  discussion  of  the  equipment  rental  rates  is  contained  in  the  proprietary 
discussion  for  the  Equipment  Program. 

DP  309  -  Biennial  Appropriation  Adjustments  -  A  reduction  of  $1,692,994  state  special  revenue  for  the  biennium  is 
requested  to  adjust  the  funding  for  the  pavement  preservation  program  to  planned  levels  for  the  2007  biennium.  Base 
expenditures  were  higher  than  typical  for  annual  pavement  preservation  activities.  This  adjustment  offsets  the  effects  of 
the  high  base  year  expenditures. 

DP  310  -  Pavement  Markings  -  Increases  of  $230,696  state  special  revenue  and  $808,942  federal  special  revenue  for  the 
biennium  are  requested  to  provide  funding  for  pavement  markings  at  the  planned  level  of  activity  for  the  2007  biennium. 
The  department  contracts  for  pavement  markings  and  the  base  year  expenditures  were  lower  than  planned  because  of 
payment  delays  associated  with  a  number  of  contract  disputes. 

DP  3 1 1  -  Overtime  and  Differential  Pay  -  An  increase  of  $4,758,150  state  special  revenue  for  the  biennium  is  requested 
to  reestablish  base  year  overtime  and  differential  pay.  Included  in  the  increases  is  $620,626  for  benefits,  calculated  at  15 
percent  of  overtime  and  differential  pay,  to  fund  federal  payroll  taxes,  workers  compensation  and  state  unemployment 
insurance,  and  employer  contribution  to  the  public  employee  retirement  system. 

DP  313  -  511  Travelers  information  Program  -  An  increase  of  $160,000  state  special  revenue  for  the  biennium  is 
requested  to  fund  the  51 1  Travelers  Information  Program  with  state  funding  to  replace  federal  funding  that  will  not  be 
available  after  June  2005 
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511  Traveler  Information  Program 

The  5 1 1  traveler  information  program  provides  telephone  access  to  24-hour  real  time  information  for 

travelers,  including: 
Winter  driving  conditions 
Weather  forecast  information 
Construction  information 
Road  closures  and  major  delays 
Weight  and  speed  limit  restrictions 
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The  511  traveler  information  program  began  operating  January  2003  and  was  funded  partially  with 
federal  earmarked  funds  for  intelligent  transportation  system.  The  federal  funding  will  not  be 
available  after  June  2005.  The  request  is  to  provide  state  funds  to  backfill  the  federal  funds. 


LFD 
ISSUE 


Funding  Shift 

Funding  for  the  implementation  and  the  first  three  years  of  the  5 1 1  traveler  information  program  was  from  a 
federal  earmark  of  intelligent  transportation  system  (ITS)  funding.  At  the  time  the  funding  was  accepted  by 
the  department,  the  department  understood  that  the  federal  funding  for  the  system  would  stop  in  July  2005.  It  is  not  clear 
if  the  legislature  was  aware  that  the  federal  funding  would  stop  after  FY  2005  and  funding  would  become  fully  the 
responsibility  of  the  state.  The  request  is  for  full  state  assumption.  The  adjustment  would  fund  the  payments  to  the 
system  vendor  for  operating  the  traveler  information  system,  which  are  not  reimbursable  with  federal  highway 
construction  funds. 


DP  314  -  Noxious  Weed  Control  -  An  increase  of  $610,672  state  special  revenue  for  the  biennium  is  requested  to 
increase  the  funding  for  the  control  of  noxious  weeds  on  state  highway  right  of  ways.  The  department  contracts  with  the 
county  weed  control  boards  to  perform  noxious  weed  control.  The  increase  would  be  used  to  offset  cost  increases  for 
chemicals,  equipment,  and  manpower. 
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about  $964,000. 


Weed  Control  Growth 

The  adjustment  would  represent  a  35  percent  increase  on  base  year  expenditures  for  weed  control  of 


DP  315  -  City  Maintenance  Contracts  -  An  increase  of  $1 15,834  state  special  revenue  for  the  biennium  is  requested  to 
fund  increases  associated  with  maintenance  contacts  with  the  cities  of  Missoula  and  Billings. 


COMMENT 


Maintenance  Contracts 

The  department  has  maintenance  service  contracts  with  the  cities  of  Missoula  and  Billings  to 
maintain  state  highways  running  through  the  cities  that  are  the  financial  responsibility  of  the  state. 
The  contracted  duties  are  similar  to  activities  performed  by  the  department,  such  as  snow  removal  and  ice  control, 
roadway  patching  and  repairs,  storm  drain  maintenance  and  repairs,  landscape  maintenance,  street  cleaning,  review  and 
initiation  of  encroachment  permits,  interchange  and  park  green  area  maintenance,  weed  and  tree  control,  and  cross  walk 
and  roadway  painting. 


DP  316  -  Land  Acquisition  -  An  increase  of  $86,000  state  special  revenue  for  the  biennium  is  requested  to  purchase  land 
for  stockpile  sites  and  facility  sites  associated  with  the  Long  Range  Building  Program. 
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Long-Range  Building  Program  Facilities  History 

As  part  of  the  Long-Range  Building  Program  (LRBP),  the  legislature  has  typically  funded  capital 
construction  projects  that  would  necessitate  land  purchase.  For  example,  the  1999  Legislature  approved  $2.1  million  to 
construct  equipment  storage  buildings  and  replace  the  Helena  headquarters  building,  and  the  2001  Legislature  approved 
$2.3  million  to  construct  equipment  storage  buildings  across  the  state.  The  land  purchases  in  this  request  would  support 
similar  projects  included  in  the  LRBP  for  approval  by  the  2005  Legislature.  The  department  has  typically  purchased  the 
land  for  these  structures  prior  to  approval  of  the  capital  funding. 


New  Proposals 


New  Proposals 


Program 


FTE 


Fiscal  2006 

General  Slate  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General  State  Federal  Total 

Fund  Special  Special  Funds 


DP  307  -  City  Rest  Area 

03  0.00 


Total 


0.00 


0 
$0 


75.000 
$75,000 


0 
$0 


75,000 
$75,000 


0.00 
0.00 


0 
$0 


75,000 
$75,000 


0 

$0 


75,000 
$75,000 


DP  307  -  City  Rest  Area  -  An  increase  of  $150,000  state  special  revenue  for  the  biennium  is  requested  to  fund  caretaker 
and  janitorial  services  as  well  as  basic  maintenance  and  repairs  at  10  city  park  rest  areas  in  which  city  operating 
obligations  have  expired. 
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City  Park  Rest  Area  Program 

The  City  Park  Rest  Area  Program  began  following  a  1989  investigation  to  address  the  need  for  rest 
areas  on  state  primary  and  non-interstate  national  highways.  Legislative  appropriations  were  approved  in  FY  1991  and 
FY  1995  to  convert  city  parks  into  city  park  rest  areas  readily  accessible  to  the  traveling  public.  Communities  receiving 
state  funding  to  improve  city  parks  to  rest  areas  agreed  to  operate  and  maintain  the  facilities  from  April  to  November  for 
at  least  10  years.  Under  the  program,  city  park  rest  areas  have  been  established  in  13  communities.  Of  these  13  rest 
areas,  community  obligations  have  been  fulfilled  for  6  and  obligations  for  4  others  will  expire  during  the  2007 
biennium.  The  local  communities  have  not  continued  to  operate  and  maintain  the  rest  areas  after  their  10-year 
commitments  have  expired.  The  funding  in  the  request  would  address  maintenance  backlogs  and  fund  operations  at  six 
inactive  facilities  in  Malta,  Fort  Belknap,  Harlowton,  Twin  Bridges,  Plentywood,  and  Chester.  The  funding  would  also 
operate  rest  areas  in  Roundup,  Big  Sandy,  Whitefish,  and  Ennis  after  the  community  obligations  expire  in  FY  2007. 
Community  obligations  will  expire  in  FY  2008  for  rest  areas  in  Cut  Bank,  Havre,  and  Lewistown  and  the  department 
would  likely  request  additional  funding  from  the  2007  Legislature  for  their  operations. 
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Proprietary  Rates 

Proprietary  Program  Description 

The  State  Motor  Pool  operates  and  maintains  a  fleet  of  vehicles  available  to  all  state  offices  and  employees  who  conduct 
official  state  business.  The  State  Motor  Pool  has  two  basic  components:  1)  the  daily  rental  fleet;  and  2)  the  out-stationed 
lease  fleet.   The  daily  rental  program  operates  out  of  the  Helena  headquarters  facility  and  provides  vehicles  for  short- 
term  use.  The  leasing  program  provides  vehicles  for  extended  assignment  (biennial  lease)  to  agencies  statewide. 
Other  Options  to  Use  of  the  Program 

Use  of  the  program  is  optional  to  agencies  when  personnel  are  required  to  travel  by  vehicle  for  official  state  business,  but 
is  encouraged  in  the  Montana  Operations  Manual.  Other  options  for  state  employees  are:  1)  other  state-owned  vehicles 
not  part  of  the  State  Motor  Pool  fleet;  2)  personal  vehicles,  with  authorization  provided  by  the  agency  director;  or  3) 
vehicles  from  a  private  rental  agency  contract.  State  law  encourages  use  of  the  program  through  a  reimbursement  rate 
for  use  of  personal  vehicles  for  state  business  travel  that  is  set  at  52  percent  of  the  low  mileage  rate  allowed  by  the 
United  States  Internal  Revenue  Services  unless  a  State  Motor  Pool  vehicle  is  not  available. 

Historical  Program  Growth 

The  program  has  increased  from  318  units  in  FY  1994  to  832  in  FY  2004.  During  that  time,  annual  mileage  increased 
from  4.1  million  to  1 1.0  million  miles.  This  growth  in  the  number  of  vehicles  and  miles  traveled  is  largely  due  to  the 
practice  of  the  Office  of  Budget  and  Program  Planning  stipulating  that  agencies  lease  new  vehicles  from  the  State  Motor 
Pool  instead  of  purchasing  vehicles  directly. 

Proprietary  Revenues  and  Expenses 

Revenues 

Revenue  is  generated  through  vehicle  rental  fees  and  from  the  gain  on  sale  of  surplus  assets.  Vehicle  rental  fees  provide 
roughly  99  percent  of  the  revenue  for  the  program  in  FY  2004.  Rental  fee  revenues  are  functionally  tied  to  the  travel 
requirements  of  various  user  agencies.  The  program  also  receives  revenue  from  accident  damages  reimbursed  by  private 
individuals  or  insurance  companies.  These  damage  reimbursement  revenues  generally  cover  only  the  expenses  to  repair 
the  damage. 

Vehicle  rental  fees  come  from  two  service  classes:  1)  short-term  rentals;  and  2)  long-term  leases.  Short-term  rentals 
serve  agency  personnel  generally  located  in  the  Helena  area  who  need  to  travel  to  other  state  locations  and  return  to 
Helena  at  the  culmination  of  the  travel  event.  Long-term  leases  serve  agencies  with  personnel  housed  in  offices  in 
Helena  and  in  other  parts  of  the  state  and  who  frequently  travel  as  a  normal  part  of  their  work  assignments.  Long-term 
vehicles  are  typically  housed  and  managed  out  of  agency  office  locations  and  only  returned  to  the  State  Motor  Pool 
facilities  for  maintenance  or  reassignment. 

In  FY  2004,  the  State  Motor  Pool  had  revenues  of  roughly  $3.2  million  from  vehicle  rental  fees.  Vehicle  rent  payments 
were  received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  listed: 

•  General  fund  (53.6  percent)  $1,71 4,000 

•  State  special  revenue  (25 .4  percent)  $8 1 2,000 

•  Federal  special  revenue  (1 9.7  percent)  $630,000 

•  All  other  funds  (1.3  percent)  $44,000 
Expenses 

The  State  Motor  Pool  is  responsible  for  expenses  associated  with  the  acquisition,  repair,  maintenance,  and  routine 
operating  costs  for  the  fleet.  The  program  pays  all  costs  directly  associated  with  vehicle  operations  including  liability 
insurance.  The  program  is  reimbursed  for  costs  directly  attributable  to  operator  abuse  and  accident  costs  caused  by  an 
outside  party.  User  agencies  can  pay  for  optional  full  coverage  insurance  costs  associated  with  employee  use  of  State 
Motor  Pool  vehicles. 

The  majority  of  the  costs  of  the  program  are  indirect  costs,  as  they  cannot  be  traced  directly  to  specific  miles  driven  by 
State  Motor  Pool  vehicles.  Indirect  costs  are  supported  by  the  assigned  rates  allocated  to  the  seven  classes  of  vehicles. 
The  State  Motor  Pool  supports  6.00  FTE.  Administrative  overhead  and  service  activities  that  cannot  be  tied  directly  to  a 
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vehicle  receive  an  allocation  of  75  percent  of  the  personal  service  costs  with  the  remaining  25  percent  allocated  to 
specific  units  as  specific  maintenance  and  repair  activities  are  tracked.  Direct  costs  include  gasoline,  oil,  and  tires  and 
are  supported  by  the  usage  rates  for  all  seven  classes  of  vehicles.  Expenses  for  gasoline,  oil,  and  tires  accounted  for  32.0 
percent  of  FY  2004  total  expenses.  The  allocations  of  indirect  costs  and  direct  costs  use  the  same  methodology  for  all 
rates  to  which  they  apply.  The  program  has  included  a  3  percent  increase  in  projections  for  indirect  costs  and  a  5  percent 
increase  in  projections  for  direct  costs.  These  growth  factors  are  based  on  industry  trends  in  which  vehicle  purchase 
costs  are  expected  to  increase,  as  are  costs  for  repairs  and  maintenance.  Rising  oil  prices  are  expected  to  keep  oil,  grease, 
and  fuel  costs  higher  than  the  base  year  expenditures. 

The  program  uses  loans  from  the  Board  of  Investments  (BOI)  to  fund  vehicle  purchases.  Interest  rates  on  BOI  loans  are 
adjusted  annually  and  vary  from  one  purchase  cycle  to  the  next.  The  outstanding  loan  balance  and  interest  payments 
have  a  significant  impact  on  motor  pool  assigned  time  rental  rates. 

Working  Capital  Discussion 

Rental  rates  are  set  to  recover  sufficient  revenue  to  meet  loan  principal  and  interest  payments  and  operating  costs,  and  to 
allow  maintaining  no  more  than  a  60-day  working  capital  balance.  If  the  program  does  not  generate  sufficient  revenue  to 
make  interest  and  principal  payments,  a  short-term  loan  would  be  requested  or  assets  would  be  sold  to  satisfy  the  loan 
obligations.  The  program  billing  and  payment  cycles  support  the  accumulation  of  a  60-day  working  capital  balance. 
User  agencies  are  billed  monthly  and  payments  are  requested  to  pay  for  services  by  the  end  of  the  next  month.  This 
allows  the  program  to  make  monthly  expense  payments  and  accumulate  adequate  working  capital  to  pay  quarterly 
interest  payments  on  the  BOI  loans  and  the  annual  payment  on  loan  principal  due  June  30. 


LIT) 
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Motor  Pool  Rebate 

According  to  the  State  Motor  Pool,  the  FY  2004  rates  generated  revenue  in  excess  of  expenses  and 
the  working  capital  balance  grew  too  high.  Because  of  the  high  balance,  the  program  rebated  a  portion  of  its  revenues 
back  to  the  users.  Since  the  rates  are  developed  using  the  Motor  Pool  Management  System  to  track  costs  to  operate 
motor  pool  fleet  vehicles,  the  lower  costs  have  been  factored  into  the  rates  for  the  2007  biennium.  In  FY  2004,  the  State 
Motor  Pool  rebated  just  over  $462,000  back  to  users. 


Fund  Balance  and  Reserve  Fund  Balance 

The  program  rents  vehicles  for  use  by  other  state  government  entities.  The  number  of  vehicles  in  the  program  has  grown 
to  832  vehicles,  nearly  2.6  times  the  1994  fleet  size.  Because  of  this  growth,  the  program  has  borrowed  funds  to 
purchase  new  vehicles.  As  such,  the  balance  sheet  for  the  program  at  the  end  of  FY  2004  has  $14.8  million  in  equipment 
assets  with  vehicles  comprising  nearly  100  percent  of  total  assets.  The  equipment  assets  are  depreciated  to  nearly  41.1 
percent  of  their  cost,  for  a  book  value  of  $8.7  million  financed  by  $4.8  million  of  long-term  debt.  The  resultant  fund 
equity  is  $2.7  million  or  27.0  percent  of  total  assets.  An  adjustment  to  decrease  the  fund  equity  balance  was  included  in 
the  rates  for  the  2005  biennium.  The  adjustment  was  for  net  income  gains  from  1998  to  2002.  The  program  decreased 
fund  equity  by  approximately  $460,000  in  FY  2004  and  expects  the  fund  equity  to  decrease  by  an  additional  $450,000  by 
the  end  of  FY  2005.  These  planned  losses  were  not  included  in  the  2007  biennium  rental  rates. 
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The  figure  for  fund  06506  shows  the  financial  data  for  the  fund  from  FY  2002  through  FY  2007. 


2007  Biennium  Report 

on  Internal  Service  and  Enterprise  Funds 

Budgeted 
FY07 

Fund                   Fund  Name 

6506       Motor  Pool  Internal  Service 

Agency  # 
5401 

Agency  Name 
Department  of  Transportation 

Program  Name 
State  Motor  Poo 

Actual               Actual 
FY02                   FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Intra-State  Service 

Net  Fee  Revenue 

3,727,412 
3,727,412 

3,849.057 
3,849.057 

3,642,836               4,098,669 

3.191,787 

4,557,277 

Investment  Earnings 

Securities  Lending  Income 

Premiums 

Other  Operating  Revenues 

Total  Operating  Revenue 

3 
3,642,839               4,098,669 

11,817 
3,203,604 

- 

- 

- 

4,557,277 

3.727,412 

3,849,057 

Operating  Expenses: 

Personal  Services 

Other  Operating  Expenses 

250,000                  259,760 
2,954,685               2,956,664 

271,472 
3,000,188 

268,123 
4.727,494 

274,567 
3,351,789 

274,950 
3,519,083 

Total  Operating  Expenses 

3.204.685               3,216,424 

3,271,660 

4,995,617 

3,626,356 

3,794,033 

Operating  Income  (Loss) 

438,154                  882,245 

(68,056) 

(438,340) 

101,056 

55,024 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

(24,541)               (143,122) 

(391,872) 

- 

(150,000) 

(150.000) 

(24,541)               (143.122) 

(391,872) 

- 

(150,000) 

(150,000) 

Income  (Loss)  Before  Operating  Transfers 

413,613                 739,123 

(459,928) 

(438,340) 

(48.944) 

(94,976) 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

- 

- 

- 

- 

- 

413.613                 739,123 

(459.928) 

(438.340) 

(48.944) 

(94,976) 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 

2,118,973              2,532,586 
20,723 

2.118.973              2,553,309 

3,292,432 
(180.964) 

3,111,468 

2.651,540 
2,651,540 

3,242,777 
3,242,777 

1,385,685 
1,385,685 

Net  Assets-  June  30 

2,532,586               3,292,432 

534,114                  536,071 

2,651,540 
545,277 

2,213,200 
832,603 

3,193,833 
604,393 

1,290,709 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

632.339 

Proprietary  Rate  Explanation 

Rate  Structure 

The  State  Motor  Pool  rental  rates  are  based  on  a  two-tiered  structure.  Users  pay  a  usage  rate  and  an  assigned  rate.  The 
usage  rate  is  charged  for  actual  miles  driven  and  allows  the  program  to  recover  costs  directly  related  to  the  operation  of 
the  vehicle,  such  as  repair  labor  and  parts,  fuel,  lubricants,  tires,  and  tubes.  The  assigned  rate  allows  the  program  to 
cover  fixed  costs  associated  with  state  ownership,  such  as  insurance,  principal  and  interest  payments  on  BOI  loans, 
depreciation,  and  other  indirect  expenses.  The  two-tiered  rate  structure  first  used  in  the  2003  biennium  provides:  1)  a 
stable  revenue  to  pay  loan  payments  and  other  cost  obligations;  and  2)  equity  among  all  vehicles  classes  so  that  one 
vehicle  class  does  not  subsidize  another  vehicle  class. 

The  motor  pool  management  system  provides  cost  information  related  to  direct  and  indirect  costs  for  each  vehicle  class. 
These  costs  were  used  to  project  final  costs  for  the  2005  biennium  and  budgeted  costs  for  the  2007  biennium.  For  the 
2007  biennium,  projected  costs  were  adjusted  for:  1)  anticipated  additional  lease  vehicle  purchases;  and  2)  increases  to 
direct  and  indirect  costs. 
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The  rates  using  the  two-tiered  structure  are  applied  as  follows  for  the  two  components  of  the  State  Motor  Pool: 

Daily  rental: 

Cost  (per  occurrence)  =  (HR  x  AR)  +  (AM  x  MR), 

Out-stationed  lease: 

Cost  (annual)  =  (2920  x  AR)  +  (AM  x  MR), 

where: 

HR  =  8  hours  for  each  day  the  vehicle  is  checked  out  from  the  motor  pool,  including  weekends 

AR  =  per  hour  assigned  rate 

AM  =  actual  miles  traveled 

MR  =  per  mile  operated  rate 

Rates  Requested  for  the  2007  Biennium 

For  the  2007  biennium,  the  State  Motor  Pool  requests  the  rates  shown  Figure  7A  for  the  State  Motor  Pool. 


Figure 

7A 

State  Motor  Pool  Base  and  2007  Biennium  Requested  Rates 

Fiscal  Year  2004 

Fiscal  Year  2006 

Fiscal  Year  2007 

Assigned      Usage 

Assigned   Usage 

Assigned 

Jsage 

Class          Description 

(per  hr)     (per  mile) 

(per  hr)     (per  mile) 

(per  hr) 

per  mile) 
$0,069 

2  Small  Utilities 

$2,040       $0,098 

$1,377       $0,069 

$1,408 

4  Large  Utilities 

2.251         0.099 

1.856         0.081 

1.955 

0.081 

6  Mid-Size  Compact 

1.370        0.067 

1.196        0.048 

1.186 

0.048 

7  Small  Pickups 

1.123        0.110 

1.153        0.073 

1.106 

0.073 

1 1  Large  Pickups 

1.284        0.123 

1.521         0.095 

1.653 

0.095 

12  Van,  All  Types 

1.372        0.134 

1.399        0.084 

1.432 

0.084 

Percent  Changes  from  Base  Rate 

2  Small  Utilities 

-32.5%      -29.6% 

-31.0% 

-29.6% 

4  Large  Utilities 

-17.5%      -18.2% 

-13.1% 

-18.2% 

6  Mid-Size  Compact 

-12.7%      -28.4% 

-13.4% 

-28.4% 

7  Small  Pickups 

2.7%      -33.6% 

-1.5% 

-33.6% 

1 1  Large  Pickups 

18.5%      -22.8% 

28.7% 

-22.8% 

12  Van,  All  Types 

2.0%      -37.3% 

4.4% 

-37.3% 

Explanation  of  Rate  Change  from  the  Base  Rates  of  FY  2004 

In  aggregate,  the  rates  for  all  vehicle  classes  would  decrease  in  FY  2006  by  13.1  percent  from  the  base  rate  and  in  FY 

2007  by  12.65  percent  from  the  base  rate.    The  bottom  half  of  Figure  7A  shows  the  percentage  change  for  each  rate 

requested  for  the  2007  biennium  as  compared  to  the  FY  2004  rates.   All  usage  rates  requested  for  the  2007  biennium 

would  be  lower  than  the  FY  2004  rates.   However,  the  assigned  time  rates  requested  for  classes  7,  1 1,  and  12  vehicles 

would  increase  in  FY  2006  and  the  assigned  time  rates  requested  for  classes  1 1  and  12  for  FY  2007  would  increase  over 

the  FY  2004  rates. 

Assigned  Time  Rate 

The  primary  factor  for  the  increases  for  some  classes  in  the  assigned  time  rates  and  decreases  in  others  is  the 

demographics  by  class  of  the  vehicles  to  be  purchased  for  expanding  the  lease  program  and  for  replacing  existing 

vehicles.  Vehicle  class  demographics  impact  the  assigned  time  rates  in  three  ways: 

•  Number  of  vehicles  and  available  hours  of  operation  impact  how  fixed  costs  are  allocated  on  an  hourly  basis 

•  Vehicle  age  profiles  for  each  class  of  vehicles  impact  the  component  of  the  assigned  time  rate  for  depreciation 
costs  depending  on  the  combined  depreciation  schedules  for  vehicles  in  each  class 

•  Vehicle  purchases  in  a  class  impact  loan  repayment  costs  used  to  finance  vehicle  purchases 
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Usage  Rates 

The  Motor  Pool  Management  System  (MPMS)  is  used  to  track  actual  direct  costs  to  operate  motor  pool  fleet  vehicles. 
Estimates  from  the  MPMS  of  the  average  costs  per  mile  of  operation  for  each  class  of  vehicle  are  used  to  develop  the 
usage  rates  for  the  motor  pool.  Based  on  actual  costs  to  operate  and  maintain  vehicles,  the  MPMS  has  estimated  lower 
usage  costs  for  the  2007  biennium  compared  to  those  for  FY  2004.  The  lower  operating  costs  are  the  result  of  the 
following  factors: 

•  Motor  pool  maintenance  efficiencies 

•  New  vehicle  warranties 

•  Vehicle  age  profiles 

The  motor  pool  fleet  has  doubled  in  size  since  FY  1999  while  the  program  has  maintained  the  same  staffing  level.  The 
efficiencies  gained  by  the  same  staff  servicing  the  additional  vehicles  has  reduced  the  per-vehicle  costs  and  applied 
downward  pressure  on  the  usage  rates. 

As  the  motor  pool  has  replaced  older  vehicles  in  the  fleet  with  new  vehicles  the  maintenance  costs  have  been  reduced 
because  warranties  cover  many  of  the  costs  that  would  have  previously  been  funded  by  the  program.  Also,  maintenance 
activities  on  newer  vehicles  tend  to  be  lower  than  for  older  vehicles.   The  lower  maintenance  costs  have  been  spread 
across  the  fleet  to  reduce  the  per-vehicle  costs  and  therefore  the  mileage  rates. 
Significant  Present  Law  Adjustments 

The  2007  biennium  rates  for  the  State  Motor  Pool  are  based  on  a  present  law  budget  with  projected  operating  expenses 
10.8  percent  higher  than  the  base  in  FY  2006  and  16.0  percent  higher  than  the  base  in  FY  2007.  The  present  law 
adjustments  impacting  the  operating  costs  are  for: 

•  Vehicle  acquisition 

•  Increase  in  fuel  for  new  vehicles 

•  Increase  in  fixed  costs  paid  to  other  state  agencies 

Vehicle  Acquisition 

The  program  would  replace  151  existing  vehicles  in  FY  2006  and  99  vehicles  in  FY  2007.  Vehicles  that  would  be 
replaced  are  those  that  would  reach  the  end  of  their  economic  lives  at  the  time  of  replacement.  In  addition  to  replacing 
existing  vehicles  in  the  motor  pool  fleet,  the  executive  proposes  expanding  the  number  of  vehicles  in  the  lease  program 
as  an  alternative  to  agencies  purchasing  and  managing  their  own  vehicles.  The  executive  recommends  increasing  the 
out-stationed  vehicle  fleet  by  44  vehicles  in  FY  2006  and  by  24  vehicles  in  FY  2007  to  satisfy  statewide  vehicle  needs 
for  long-term  leases  in  agencies.  Over  all,  195  vehicles  would  be  purchased  in  FY  2006  and  123  vehicles  would  be 
purchased  in  FY  2007.  The  adjustment  represents  a  reduction  in  both  the  number  of  vehicles  purchased  and  expense  for 
vehicles  as  compared  to  the  base  year.  The  funding  to  purchase  the  vehicles  comes  from  Board  of  Investments  loans. 

Purchasing  fewer  vehicles,  as  compared  to  the  base,  lowers  the  assigned  time  rate  due  to  lower  interest  costs  in  the  rates 
for  the  2007  biennium  compared  to  the  base  rate.  Also,  since  the  outstation  lease  fleet  is  increased  by  the  vehicle 
acquisition  adjustment,  the  component  of  the  assigned  time  rate  for  interest  is  spread  over  more  vehicle  hours  and  the 
hourly  rate  goes  down. 
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vehicles  in  2005. 


2005  Biennium  Purchases 

The  rates  for  the  2005  biennium  were  developed  to  purchase  273  vehicles  in  FY  2004  and  194 
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Increase  in  Fuel  for  New  Vehicles 

The  operating  costs  increase  by  $176,514  for  the  biennium  or  5.0  percent  to  fund  the  purchase  of  gasoline  for  additional 
leased  vehicles  and  to  offset  rising  costs  to  purchase  gasoline.  After  the  adjustment,  gasoline  would  account  for  about 
24.4  percent  of  operating  costs  for  the  biennium.  Direct  costs  for  operating  motor  pool  vehicles  are  tracked  by  the  Motor 
Pool  Management  System  (MPMS)  and  aggregated  for  each  class  of  vehicle.  After  the  adjustment  for  fuel,  the  MPMS 
uses  the  estimate  for  the  number  of  miles  the  fleet  is  expected  to  travel  each  year.  Based  on  the  adjusted  direct  costs  and 
mileages,  the  per  mile  rate  for  each  year  of  the  2007  biennium  decrease  from  the  base  rates  for  all  classes  of  vehicle. 

Increase  in  Fixed  Costs  Paid  to  Other  State  Agencies 

The  insurance  premium  paid  by  the  State  Motor  Pool  to  the  Risk  Management  and  Tort  Defense  Division  of  the 
Department  of  Administration  would  increase  by  an  average  annual  rate  of  61.2  percent  or  $88,257  on  a  base  of 
$144,186.  Insurance  costs,  after  the  adjustment,  would  account  for  6.3  percent  of  the  operating  costs  for  the  program. 
Insurance  costs  are  a  fixed  cost  for  the  fleet  and  are  recovered  through  the  assigned  time  rate.  The  impact  on  the 
assigned  time  rates  depends  on  the  change  in  vehicle  counts  for  each  class  of  vehicle.  When  the  out-station  lease 
program  growth  increases  the  vehicle  count  for  a  vehicle  class,  the  higher  fixed  costs  are  spread  over  more  vehicles,  as  is 
the  case  for  classes  2,  4,  and  6  for  both  FY  2006  and  FY  2007  and  for  class  7  for  FY  2007.  When  the  out-station  lease 
program  vehicle  count  for  the  class  does  not  increase,  the  higher  fixed  costs  result  in  higher  assigned  time  rates,  as  is  the 
case  for  classes  1 1  and  12  for  both  FY  2006  and  FY  2007  and  for  class  7  for  FY  2006. 
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Proprietary  Rates 

Proprietary  Program  Description 

The  Equipment  Program  is  responsible  for  the  acquisition,  disposal,  repair,  and  maintenance  of  a  fleet  of  approximately 
4,600  individual  units.  The  fleet  is  comprised  of  light  duty  vehicles,  single  and  tandem  axle  dump  trucks,  specialized 
snow  removal  units,  roadway  maintenance  units,  and  other  specialized  equipment  that  serve  functions  of  the  department. 
Other  programs  of  the  Department  of  Transportation  are  the  exclusive  users  of  the  fleet.  Costs  for  the  program  are 
financed  through  rental  fees  charged  to  user  programs. 

The  program  has  increased  the  fleet  size  over  the  last  several  biennia  due  to:  1)  increased  federal-aid  highway 
construction  funding;  and  2)  the  assumption  of  secondary  roads  by  the  department.  At  fiscal  year  end  1997,  the  program 
had  4041  units  operated  for  more  than  20.1  million  miles  per  year.  At  the  end  of  FY  2004,  the  fleet  had  grown  to  4571 
units  operated  for  nearly  23.7  million  miles  per  year,  but  has  remained  relatively  stable  since  FY  2001 . 

Proprietary  Revenues  and  Expenses 

Revenue 

Revenue  is  generated  through  the  vehicle  and  equipment  rental  fees  and  from  the  gain  on  sale  of  surplus  assets.  Rental 
fees  provide  the  majority  of  the  revenue  for  the  program.  Revenues  for  the  fleet  are  functionally  tied  to  the  severity  of 
the  winters,  construction  program  workload,  and  travel  requirements  of  the  various  programs  using  the  equipment.  As 
such,  annual  mileage  and  hours  of  usage  can  vary  significantly.  The  program  anticipates  an  increase  in  miles  of  travel 
and  hour  of  usage  due  to  the  factors  listed  above  for  increased  fleet  size. 

Expenses 

The  program  is  responsible  for  expenses  associated  with  the  acquisition,  repair,  maintenance,  and  routine  operating  costs 
for  the  fleet,  including  funding  for  122.00  FTE.  Approximately  40.0  percent  of  staff  costs  are  allocated  to  administrative 
overhead  and  service  activities  that  cannot  be  functionally  tied  directly  to  a  piece  of  equipment.  The  remaining  60.0 
percent  of  staff  costs  are  allocated  to  specific  units  according  to  maintenance  and  repair  activity.  The  program  pays  all 
costs  directly  associated  with  vehicle  and  equipment  operations,  including  liability  insurance  and  fuel.  The  Equipment 
Program  is  reimbursed  for  accident  costs  caused  by  an  outside  party  and  is  reimbursed  for  any  warranty  work  completed 
by  department  personnel. 

Indirect  costs,  costs  that  cannot  be  traced  directly  to  specific  usage  of  the  vehicles  and  equipment,  are  supported  by  the 
assigned  rates  and  are  allocated  to  each  of  the  equipment  fleet  class  and  subclass.  Direct  costs,  costs  that  can  be  traced 
directly  to  a  particular  unit  use,  include  fuel,  oil,  and  tires  and  are  supported  by  usage  rates.  Indirect  costs  consist  mainly 
of  overhead  costs  and  are  allocated  equally  to  all  units  of  the  fleet.  Direct  costs  are  tracked  by  the  equipment 
management  system  and  are  allocated  to  the  particular  vehicle  class  for  which  they  apply. 
Working  Capital  Discussion 

Equipment  rental  rates  are  set  to  recover  sufficient  revenue  to  purchase  assets,  cover  normal  operating  expenses,  and 
maintain  no  more  than  a  60-day  working  capital  balance.  Revenue  is  generated  through  rental  rates,  gain  on  sale  of 
surplus  assets,  and  damage  settlements.  The  primary  source  of  revenue  is  from  user  rental  fees  charged  for  the  use  and 
possession  of  vehicles  and  equipment.  Rental  fees  are  based  on  a  dual  rate  structure  for  actual  miles  driven  (usage  rate) 
and  a  possession  rate  (assigned  rate).  Actual  miles  of  travel  and  hours  of  usage  are  reported  biweekly  and  billings  are 
generated  on  the  same  schedule  as  payrolls.  Approximately  $700,000  in  rental  revenue  is  generated  every  two  weeks. 
Rental  revenue  varies  with  the  season,  weather  conditions,  and  workloads.  Auction  revenue  varies  depending  on  the 
number  and  types  of  units  being  sold.  The  program  also  receives  incidental  revenues  for  accident  damages  that  are 
reimbursed  by  private  individuals  or  insurance  companies.  The  amount  generally  covers  the  expenditures  to  repair  the 
damage.  If  the  program  does  not  generate  sufficient  revenue  to  meet  these  obligations,  the  program  would  either 
liquidate  assets  or  receive  a  loan. 

Fund  Equity  and  Reserved  Fund  Balance 

The  fund  equity  balance  shows  an  increase  due  primarily  to  the  increased  fleet  size  that  resulted  when  the  department 
assumed  maintenance  responsibility  for  paved  secondary  roads.  Revenues  are  anticipated  to  equal  operation  expenses 
and  the  working  cash  is  projected  to  be  less  than  the  60  days  maximum  allowable  by  the  end  of  each  fiscal  year.  In  each 
fiscal  year  since  1999,  federal  money  has  been  available  to  purchase  equipment.  The  equipment  is  then  donated  to  the 
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Equipment  Program  and  the  donated  equipment  contributes  to  the  increase  in  the  fund  equity  balance.  With  this 
federally  funded  equipment,  the  Equipment  Program  is  obligated  to  maintain  the  equipment  and  will  replace  the  units 
when  their  life  cycles  and  costs  dictate  replacement. 


2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 


P 


und 
6508 


Fund  Name 
Highway  Equipment 


Agency  tt 
5401 


Agency  Name 
Department  of  Transportation 


Program  Name 
Equipment  Program 


Operating  Revenues: 
Fee  revenue 

Miscellaneous  Cost  Recovery 

Intra-State  Service 

Merchandise  Sold 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperatlng  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Penod  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


18,693,334 


211 


18.693,545 

4.252,027 
12,101,461 
16,353,508 

2,340,037 
393,925 


Actual 
FY03 


Actual 
FY04 


Budgeted        Budgeted 
FY05  FY06 


Budgeted 
FY07 


20,930,458 


18,830.586     18.889.965      20.038.731      20,930.458 


7,822 


13,120 


12,000 


20,924,375 
20.924.375 


12,000 


18.838.408     18,903,085      20.038,731      20,942.458     20.936,375 


5,603.913       5.844,684        5,914,567       6,006,666 
13,376,558     14,337,796      14,172,174     14.901,990 


6,017,400 
15,101,990 


18.980.471      20,182.480      20.086,741      20,908,656 
(142,063)     (1,279.395)  (48,010)  33,802 


21,119,390 
(183,015) 


(331.361) 


(9,937) 


393.925 

(331,361) 

(9,937) 

- 

- 

- 

2.733.962 

(473,424) 

(1,289,332) 

(48,010) 

33.802 

(183,015) 

612.216 

- 

- 

- 

- 

- 

3.346.178 

(473,424) 

(1.289.332) 

(48.010) 

33.802 

(183.015) 

35,666,850 

1,561.004 

14.288.525 

51,516,379 

54,862.557 
2.514.065 

57,376,622 

56.903.198 
1.204,618 

58,107,816 

56.818.484 
56,818.484 

56.770.474 
56,770,474 

56,804,276 
56,804,276 

54.862,557 

56,903,198 
3,163,412 

56,818,484 
3,363.747 

56,770,474 
3,347,790 

56,804,276 
3,484.776 

56,621.261 

2,725.585 

3.519,898 

Cash  Flow  Discussion 

The  Equipment  Program  serves  only  other  programs  of  the  Department  of  Transportation.  The  cash  flow  is  dependent 
on  rental  revenue  and  auction  proceeds.  If  Montana  experiences  a  harsh  winter  season,  usage  is  higher  and 
corresponding  rental  revenues  are  higher.  The  Equipment  Program  cash  balance  is  generally  less  than  the  allowable  60- 
day  maximum.  With  less  than  60-day  cash,  the  program  occasionally  does  not  have  sufficient  cash  to  cover  obligations 
due  at  the  beginning  of  each  FY  year.  One  significant  expense  that  is  paid  at  the  beginning  of  the  year  is  liability 
insurance  paid  to  the  Department  of  Administration  Risk  Management  and  Tort  Claims  Division  for  vehicle  insurance. 
When  needed  for  cash  flow  purposes,  the  program  negotiates,  at  no  interest,  an  inter-entity  loan  from  the  highway  state 
special  revenue  account.  The  loan  is  repaid  when  rental  revenues  have  generated  enough  cash  to  pay  ongoing  cash 
obligations. 

The  figure  for  fund  06508  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007. 

Proprietary  Rate  Explanation 

The  rental  rates  are  based  on  a  two-tiered  rate  structure.  Equipment  users  pay  a  usage  rate  and  an  assigned  rate.  The 
usage  rate  is  a  per  mile  or  hourly  rate  that  is  applied  to  a  vehicle  or  piece  of  equipment  for  the  actual  miles  or  hours  used 
and  is  designed  to  recover  direct  costs  such  as  labor,  parts,  fuel,  lubricants,  tires,  and  tubes.  The  assigned  rate  is  designed 
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to  recover  fixed  costs  such  as  insurance,  depreciation,  and  indirect  costs.  Rental  rates  are  adjusted  each  year  based  on  the 
previous  year  operating  experience.  The  rates  are  based  on  the  actual  operational  costs  for  each  sub-class  for  the  base 
rental  period.  These  costs  are  adjusted  to  reflect  changes  in  operations  or  operating  costs  from  the  base.  The  program's 
financial  position  also  is  considered  in  the  rate  development  process  in  order  to  maintain  a  cash  balance  that  will  not 
exceed  the  60-day  maximum  cash  balance  requirement. 

The  program  is  requesting  that  the  legislature  not  approve  specific  rental  rates  for  each  piece  of  equipment  or  equipment 
class,  but  a  program  operating  parameter  that  limits  the  program  from  charging  rental  rates  that  collect  more  than  60  days 
of  working  capital.  Only  programs  internal  to  the  Department  of  Transportation,  most  of  which  are  funded  primarily 
through  legislative  appropriations,  are  impacted  by  rate  changes  of  the  Equipment  Program.  Programs  of  the  department 
would  see  average  annual  increases  totaling  about  $3.3  million  on  a  base  of  $18.8  million  for  a  growth  of  17.7  percent. 

Significant  Present  Law  Adjustments 

The  2007  biennium  rates  for  the  Equipment  Program  are  based  on  a  present  law  budget  with  operating  costs  that  are  4.1 
percent  higher  for  the  biennium  than  the  base.  The  present  law  adjustments  impacting  the  operating  costs  are  for: 

•  Personal  services 

•  Vehicle  and  equipment  replacement 

•  Adjustment  for  fuel  cost  increases 

•  Adjustment  for  fixed  costs 
Personal  Services 

Personal  services  would  increase  by  about  $212,000  or  3.6  percent  for  each  year,  driven  primarily  by  statewide  impacts 
of  health  insurance  contribution  increases  included  in  the  pay  plan  bill  for  the  2005  biennium.   Personal  services  costs 
comprise  about  40  percent  of  operating  costs  and  are  allocated  to  both  the  assigned  time  and  usage  rates. 
Vehicle  and  Equipment  Replacement 

The  executive  recommends  replacing  units  in  the  existing  fleet  as  they  reach  the  end  of  their  economic  lives.  Equipment 
replacement  costs  totaling  $6.4  million  in  each  year  of  the  biennium  are  considered  in  the  rates  for  the  2007  biennium. 
The  2007  biennium  equipment  purchases  are  $68,404  or  1 .0  percent  higher  than  purchases  made  in  FY  2004.  Vehicle 
and  equipment  replacement  costs  are  allocated  to  the  assigned  time  rates  and  would  have  minimal  impact. 

Adjustment  of  Fuel  Cost  Increase 

The  executive  recommends  increasing  gasoline  and  diesel  by  about  $183,000  or  5.0  percent  per  year  on  a  base  of  about 
$3.7  million  to  adjust  for  rising  gasoline  costs.    Fuel  costs  represent  about  26.0  percent  of  all  program  costs  after 
deducting  equipment  costs  and  are  allocated  to  the  usage  rates  and  would  increase  usage  rates. 
Adjustment  for  Fixed  Costs 

The  executive  recommends  increasing  funding  for  property  and  casualty  insurance  premium  payments  made  to  the  Risk 
Management  and  Tort  Defense  Division  of  the  Department  of  Administration  by  an  average  of  about  $200,000  or  51.5 
percent  per  year  on  a  base  of  about  $389,000.  The  increase  is  based  on  risk  factors  and  historical  claims  experience  of 
the  program.  An  increase  is  also  recommended  to  fund  higher  natural  gas  costs.  An  average  funding  increase  of  about 
$10,500  or  63.8  percent  on  a  base  of  about  $16,400  is  included  for  natural  gas.  Fixed  costs  are  allocated  to  the  assigned 
time  rates  and  are  attributable  to  a  portion  of  the  rate  increase. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

111.50 

0.00 

8.63 

120.13 

0.00 

11  50 

123.00 

123.00 

Personal  Services 
Operating  Expenses 
Equipment 

4,248,192 

805,983 

0 

225,817 

45,398 

0 

604,418 
949,828 
103,254 

5,078,427 

1,801,209 

103,254 

225,048 

43,082 

0 

806,312 

1,221,444 

67,244 

5,279,552 

2,070,509 

67,244 

10,357,979 

3,871,718 

170,498 

Total  Costs 

$5,054,175 

S27U15 

$1,657,500 

$6,982,890 

$268,130 

$2,095,000 

$7,417,305 

$14,400,195 

State/Other  Special 
Federal  Special 

5,054,175 
0 

271,215 
0 

607,500 
1,050,000 

5,932,890 
1,050,000 

268,130 
0 

695,000 
1,400,000 

6,017,305 
1,400,000 

11,950,195 
2,450,000 

Total  Funds 

$5,054,175 

$271,215 

$1,657,500 

$6,982,890 

$268,130 

$2,095,000 

$7,417305 

$14,400,195 

Program  Description 

The  Motor  Carrier  Services  Division  enforces  state  and  federal  commercial  motor  carrier  laws  including  laws  on  vehicle 
size  and  weight,  insurance,  licensing,  fuel,  and  vehicle  and  driver  safety.  The  Licensing  and  Permit  Bureau  registers 
interstate  fleet  vehicles,  issues  commercial  vehicle  licenses  and  oversize/overweight  permits,  and  collects  and  distributes 
fees  and  taxes.  The  Enforcement  Bureau  operates  a  statewide  weigh  station  and  mobile  enforcement  program  and 
assigns  uniformed  officers  to  inspect  commercial  vehicles  for  compliance  with  state  and  federal  safety,  registration,  fuel, 
insurance,  and  size/weight  laws. 

Program  Highlights 


Department  of  Transportation 

Motor  Carrier  Services  Division 

Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $4.3 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
42  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Funding  for  base  year  levels  of  overtime  and  differential 
pay 

•  Increased  funding  for  credit  card  fees 

•  New  costs  for  operations  and  maintenance  of  a  new  joint 
port-of-entry  on  the  Montana  and  Wyoming  border 

•  Moving  the  Motor  Carriers  Safety  Assistance  Program 
(MCSAP)  to  the  department  from  the  Department  of 
Justice 

The  addition  of  MCSAP  would  add  11.50  FTE  by  the  end  of  the 
biennium 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  executive. 


Program  Funding  Table 
Motor  Carrier  Services  D 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


02422  Highways  Special  Revenue 
03407  Highway  Trust  -  Sp  Rev 
Grand  Total 


$5,054,175 


$5,054,175 


100.0%     $5,932,890 

:         1.050,000 

100.0%     $6,982,890 


85.0%     $6,017,305 

15.0%        1,400.000 

100.0%     $7,417,305 


81.1% 

18.9% 

100.0% 


The  Motor  Carrier  Services  Division  is  fully  funded  by  the  highways  state  special  revenue  fund,  which  receives  revenue 
from  highway  user  fees  such  as  motor  fuel  taxes  and  gross  vehicle  weight  fees. 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                 Fund 

~a|  2006—     -   - 

FTE 



General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

354,143 

(184,097) 

1,527 

(25) 

353,337 

(184,060) 

1,807 

(25) 

Total  Statewide  Present  Law  Adjustments 

$171,548 

$171,059 

DP  2202  -  Overtime  and  Differential  Pay 

0.00                      0 

DP  2203  -  Equipment  Rental 

0.00                      0 

DP  2204  -  Credit  Card  Fees 

0.00                      0 

55,771 
18,896 
25,000 

0 
0 
0 

55,771 
18,896 
25,000 

0.00 
0.00 
0.00 

0 
0 
0 

55,771 
16,300 
25,000 

0 
0 
0 

55,771 
16,300 
25,000 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$99,667 

SO 

$99,667 

0.00 

$0 

$97,071 

$0 

$97,071 

Grand  Total  All  Present  Law  Adjustments 

$271,215 

$268,130 

DP  2202  -  Overtime  and  Differential  Pay  -  An  increase  of  $1 1 1,542  state  special  revenue  for  the  biennium  is  requested  to 
reestablish  base  year  overtime  and  differential  pay.  Included  in  the  increase  is  $14,548  for  benefits,  calculated  at  15 
percent  of  overtime  and  differential  pay,  to  fund  federal  payroll  taxes,  workers  compensation  and  state  unemployment 
insurance,  and  employer  contribution  to  the  public  employee  retirement  system. 

DP  2203  -  Equipment  Rental  -  An  increase  of  $35,196  state  special  revenue  for  the  biennium  is  requested  to  fund  the 
program  share  of  proposed  increases  in  the  Equipment  Program  -  an  internal  service  program  exclusively  serving 
programs  of  the  Department  of  Transportation. 

DP  2204  -  Credit  Card  Fees  -  An  increase  of  $50,000  state  special  revenue  for  the  biennium  is  requested  to  fund  credit 
card  fees  associated  with  increased  use  of  automated  transactions  by  the  commercial  motor  carrier  industry. 
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New  Proposals 


New  Proposals 

1 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  2201  -  MT/WY  Dletz  Joint  Port  of  Entry 

22              0.00                       0             345,000                       0 
DP  2205  -  Transfer  MCSAP  from  the  Dept  of  Justice  (Requires  Legislation) 

22              8.63                       0             262,500           1,050,000 

345,000 
1,312,500 

0.00 
11.50 

0 
0 

345,000 
350,000 

0 
1,400,000 

345,000 
1,750,000 

Total              8.63                     $0 

$607,500 

$1,050,000 

$1,657,500 

11.50 

$0 

$695,000 

$1,400,000 

$2,095,000 

DP  2201  -  MT/WY  Dietz  Joint  Port  of  Entry  -  An  increase  of  $690,000  state  special  revenue  for  the  biennium  is 
requested  to  pay  half  of  the  maintenance  expenses  and  contracted  services  for  half  of  the  salaries  of  up  to  10  Wyoming 
state  employees  operating  the  new  port  of  entry  station  operating  at  Dietz,  Wyoming,  on  the  Montana  and  Wyoming 
border.  The  Dietz  facility  is  operated  as  a  joint  enforcement  effort  between  the  two  states.  Montana  contracts  with 
Wyoming  to  staff  and  operate  the  joint  port-of-entry.  The  contract  calls  for  Wyoming  personnel  to  enforce  Montana  size 
and  weight  laws,  issue  Montana  permits,  and  collect  Montana  gross  vehicle  weight  fees. 


1  III) 

|  COMMENT 

Other  Joint  Ports-of-Entry  -  Montana  operates  similar  joint  ports-of-entry  with  Idaho  and 
Alberta,  Canada  under  similar  cost  sharing  agreements 

DP  2205  -  Transfer  MCSAP  from  the  Dept  of  Justice  (Requires  Legislation)  -  Increases  of  $612,500  state  special 
revenue  and  $2,450,000  federal  special  revenue  for  the  biennium  are  requested  to  transfer  the  Motor  Carriers  Safety 
Assistance  Program  (MCSAP)  from  the  Department  of  Justice  to  the  Department  of  Transportation.  The  funding  would 
add  8.63  FTE  in  FY  2006  and  1 1 .50  FTE  in  FY  2007.  Moving  MCSAP  would  be  contingent  upon  passage  and  approval 
of  legislation  (LC  125).  If  LC  125  were  approved,  the  transfer  would  be  effective  October  1,  2005.  The  movement 
would  consolidate  all  commercial  motor  vehicle  regulation  functions  in  one  organizational  unit. 


LIT) 
ISSUK 


Transfer  Increases  Funding  -  The  adjustment  in  the  Department  of  Transportation  adds  about  $3.1  million 
total  funds  for  the  biennium  to  transfer  the  MCSAP  program  to  the  department,  but  only  $2.2  million  is 
reduced  from  the  Department  of  Justice  for  the  MCSAP  program  movement.  The  adjustment  represents  an 
increase  of  $827,298  in  total  funds  for  the  biennium  over  the  amount  removed  from  the  Department  of  Justice. 
According  to  the  executive,  the  increase  would  provide  appropriation  authority  for  the  full  amount  available  in  federal 
MCSAP  funds  along  with  required  matching  funds  from  the  highways  state  special  revenue  account.  The  legislature 
may  want  to  ask  the  department  to  justify  how  the  increased  funding  would  increase  the  value  of  the  program  for  the 
state  over  the  amount  of  activity  performed  by  the  Department  of  Justice. 


LI  1) 
ISSUE 


DP  2205: 


Contingency  Language  -  The  executive  has  not  recommended  contingency  language  to  make  the  funding 
for  the  decision  package  to  move  MCSAP  to  the  department  contingent  upon  passage  and  approval  of  LC 
125.  The  legislature  may  wish  to  approve  the  following  language  if  it  concurs  with  the  funding  increase  of 


"IF  LC  125  is  not  passed  and  approved,  the  appropriation  for  the  Motor  Carrier  Services  Division  is  decreased  by 
$262,500  of  state  special  revenue  money  and  $1,050,000  federal  special  revenue  money  in  fiscal  year  2006  and  by 
$350,000  of  state  special  revenue  money  and  $1,400,000  federal  special  revenue  money  in  fiscal  year  2007." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

10.00 

0.00 

0.00 

10.00 

0.00 

0.00 

10.00 

10.00 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Transfers 

Debt  Service 

452,378 
398,010 

11,233 
517,664 

18,221 
0 

25,135 

535,952 

0 

515,336 

0 

0 

0 
2,437,750 
350,000 
0 
0 
0 

477,513 

3,371,712 

361,233 

1,033,000 

18,221 

0 

23,935 

(99,220) 

0 

(517,664) 

0 

0 

0 
155,750 
0 
0 
0 
26,000 

476,313 

454,540 

11,233 

0 

18,221 

26,000 

953,826 

3,826,252 

372,466 

1,033,000 

36,442 

26,000 

Total  Costs 

$1397,506 

$1,076,423 

$2,787,750 

$5,261,679 

($592,949) 

$181,750 

$986307 

$6,247,986 

State/Other  Special 
Federal  Special 

1,279,347 
118,159 

535,036 
541,387 

507,987 
2,279,763 

2,322,370 
2,939,309 

(516,847) 
(76,102) 

39,487 
142,263 

801,987 
184,320 

3,124,357 
3,123,629 

Total  Funds 

$1397,506 

$1,076,423 

$2,787,750 

$5,261,679 

($592,949) 

$181,750 

$986307 

$6,247,986 

Program  Description 

The  Montana  Aeronautics  Division:  1)  facilitates  the  operation  and  infrastructure  of  airports  and  airways,  both  public 
and  private,  throughout  Montana;  2)  provides  mechanisms  for  funding  airport  and  aviation  related  projects  throughout 
the  state;  3)  registers  aircraft  and  pilots  in  accordance  with  Montana  laws  and  regulations;  and  fosters,  promotes,  and 
supervises  aviation  and  aviation  safety  through  educational  efforts  and  programs;  and  4)  coordinates  and  supervises 
aerial  search  and  rescue  operations.  The  division  administers  a  loan  and  grant  program  to  municipal  governments  to 
fund  airport  improvement  projects.  The  Aeronautics  Board  approves  all  loan  and  grant  requests  and  advises  on  matters 
pertaining  to  aeronautics. 

The  division  serves  as  a  liaison  between  the  State  of  Montana  and  various  other  entities  including  the  U.S.  Department  of 
Transportation,  the  Federal  Aviation  Admimstration  (FAA),  other  federal  and  state  entities,  and  commercial  airlines  in 
order  to  assure  the  retention  and  continuation  of  airline  service  to  Montana's  rural  communities.  The  division  is  also 
responsible  for  operation  of  the  air  carrier  airport  at  West  Yellowstone  and  for  14  other  state-owned  airports. 

Program  Highlights 


Department  of  Transportation 

Aeronautics  Program 

Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $3.5 

million  for  the  biennium  over  the  base  (an  average  annual  increase  of 

124  percent)  due  primarily  to: 

Statewide  present  law  adjustments 

Establish  funding  for  base  year  levels  of  overtime  and  differential  pay 

Purchase  a  replacement  aircraft 

Overhaul  the  engine  and  propeller  for  a  division-owned  aircraft 

Make  improvements  at  the  West  Yellowstone  Airport 

Reappropriate  funding  for  a  runway  rehabilitation  at  the  Lincoln 

Airport  due  to  project  delays  in  the  2005  biennium 

The  West  Yellowstone  Airport  net  asset  balance  grows  to  four  times 

operating  expenses  to  finance  future  anticipated  projects 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 


Program  Funding  Table 

Aeronautics  Program 

Base 

%  of  Base         Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004         FY  2006 

FY  2006 

FY  2007 

FY  2007 

02287  Aeronautical  Grant  Account 

$    427,744 

30.6%     $    808,000 

15.4% 

$ 

- 

02827  Aeronautics  Division 

763,483 

54.6%       1,289,370 

24.5% 

801,987 

81.3% 

02962  Airport  Pvmt.  Preservation 

88,120 

6.3%          225,000 

4.3% 

- 

- 

03060  Aeronatics  Division 

118,159 

8.5%       2.939,309 

55.9% 

184.320 

18.7% 

Grand  Total 

$1,397,506 

100.0%     $5,261,679 

100.0% 

$     986,307 

100.0% 

The  Aeronautics  Program,  excluding  the  operations  of  the  West  Yellowstone  Airport,  is  funded  by  both  state  and  federal 
special  revenue  funds.  State  special  revenue  funds  are  derived  primarily  from  state  aviation  fuel  taxes  and  aviation 
license  fees.  Federal  special  revenue  comes  from  Federal  Aviation  Administration  grants.  Operations  of  the  West 
Yellowstone  Airport  are  funded  from  an  enterprise  type  proprietary  fund  with  revenues  that  include  local  property  taxes, 
rentals  and  leases,  concession  sales  receipts,  and  landing  fees.  Because  the  proprietary  funds  do  not  require  an 
appropriation,  they  are  not  included  in  the  above  table. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

] 

;iscal  ''OO?' 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

35,886 

34,635 

Vacancy  Savings 
Inflation/Deflation 

(19,531) 
891 

(19,480) 
730 

Fixed  Costs 

735 

724 

Total  Statewide  Present  Law  Adjustments 

$17,981 

$16,609 

DP  210  -  Overtime  Pay  and  Board  Per  Diem 

0.00                        0 

9,280 

0 

9,280 

0.00 

0 

9,280 

0 

9,280 

DP  212  -  Grants  -  Biennial 

0.00                        0 

515,336 

0 

515,336 

0.00 

0 

(517,664) 

0 

(517,664) 

DP  213  -  System  Plan  -  Biennial 

0.00                        0 

10,936 

207,775 

218,711 

0.00 

0 

(6,564) 

(124,725) 

(131,289) 

DP  2 1 4  -  Program/Service  Adjustments 

0.00                      0 

25,674 

4,441 

30,115 

0.00 

0 

25,674 

4,441 

30,115 

DP  21 5  -  West  Yellowstone  Airport  -  Biennial 

0.00                      0 

0 

285.000 

285,000 

0.00 

0 

0 

0 

0 

Total  Other  Present  Law  Adjustments 

o.oo               so 

$561,226 

$497,216 

$1,058,442 

0.00 

$0 

($489,274) 

($120,284) 

($609358) 

Grand  Total  All  Present  l.aw  Adjustments 

$1,076,423 

($592,949) 

DP  210  -  Overtime  Pay  and  Board  Per  Diem  -  An  increase  of  $18,560  state  special  revenue  for  the  biennium  is  requested 
to  reestablish  base  year  overtime,  differential  pay,  and  per  diem  for  the  Aeronautics  Board.  Included  in  the  increase  is 
$986  for  benefits,  calculated  at  15  percent  of  overtime  and  differential  pay,  to  fund  federal  payroll  taxes,  workers 
compensation  and  state  unemployment  insurance,  and  employer  contribution  to  the  public  employee  retirement  system. 
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DP  212  -  Grants  -  Biennial  -  A  net  reduction  of  $2,328  state  special  revenue  for  the  biennium  is  requested  to  align  grants 
to  communities  and  air-carrier  airports  with  expected  revenue  from  dedicated  sources.  Airport  grants  are  used  for  airport 
safety  and  development  projects,  pavement  preservation  projects,  and  for  purchasing  courtesy  cars  at  qualified  airports 
where  rental  cars  are  not  available.  The  executive  requests  a  biennial  appropriation  for  this  adjustment  and  the 
associated  base.  With  the  base,  total  grant  authority  for  these  purposes  would  be  $1,033,000  state  special  revenue  for  the 
biennium.  The  adjustment  would  move  all  authority  into  fiscal  2006. 

DP  213  -  System  Plan  -  Biennial  -  Increases  of  $4,372  state  special  revenue  and  $83,050  federal  special  revenue  for  the 
biennium  are  requested  to  provide  grants  for  development  of  a  pavement  condition  index,  land  use  planning,  base  plan 
updates  required  by  the  Federal  Aviation  Administration  every  five  years,  and  the  airport  information  management 
system.  The  executive  requests  a  biennial  appropriation  for  this  funding.  With  the  base,  total  funding  for  system  plan 
updates  would  be  $350,000  total  funds  for  the  biennium.  The  adjustment  would  move  all  authority  into  fiscal  2006. 

DP  214  -  Program/Service  Adjustments  -  Increases  of  $51,348  state  special  revenue  and  $8,882  federal  special  revenue 
for  the  biennium  are  requested  to  fund:  1 )  maintenance  on  state  owned  airports;  2)  fuel  cost  increases;  3)  equipment 
upgrades;  4)  education  services;  5)  search  and  rescue  operations;  6)  increased  cost  due  to  a  new  aircraft  maintenance 
shop;  and  7)  aeronautical  promotion  brochures. 

DP  215  -  West  Yellowstone  Airport  -  Biennial  -  An  increase  of  $285,000  federal  special  revenue  for  the  biennium  is 
requested  to  fund  a  project  to  improve  the  taxiways  and  aprons  at  the  West  Yellowstone  airport.  The  state  match  of 
$15,000  for  the  project  would  be  funded  by  the  West  Yellowstone  Airport  proprietary  fund,  which  is  not  budgeted  and 
does  not  appear  in  the  HB  2  tables  for  the  program.  The  project  funded  in  this  request  is  the  second  phase  of  a  West 
Yellowstone  Airport  runway  improvement  project  that  began  during  the  2005  biennium  with  one-time  funding  approved 
by  the  legislature.  The  executive  requests  a  biennial  appropriation  for  this  adjustment. 
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West  Yellowstone  Airport  Capital  Improvement  Project  -  One-Time  Authority 

This  project  is  a  major  capital  improvement  project  intended  to  restore  the  West  Yellowstone  Airport  runway 
to  federal  standards  and  not  for  routine  and  regularly  recurring  maintenance.  As  such,  the  legislature  may 
wish  to  designate  this  funding  as  one-time-only  in  addition  to  the  biennial  designation  requested  by  the  executive.  One- 
time-only funding  would  exclude  this  funding  from  the  base  for  the  2009  biennium  when  it  would  not  be  needed. 


New  Proposals 


New  Proposals 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  207  -  Runway  Rehab  Lincoln  Airport 

40             0.00                      0 
DP  208  -  Aircraft  Engine  and  Propeller  -  Biennial 

119,987 

2,279,763 

2,399,750 

0.00 

0 

7,487 

142,263 

149,750 

40              0.00                        0 
DP  209  -  Aircraft  purchase 

32,000 

0 

32,000 

0.00 

0 

0 

0 

0 

40              0.00                        0 

356,000 

0 

356,000 

0.00 

0 

32,000 

0 

32,000 

Total             0.00                     $0 

$507,987 

$2,279,763 

$2,787,750 

0.00 

$0 

$39,487 

$142,263 

$181,750 

DP  207  -  Runway  Rehab  Lincoln  Airport  Biennial  -  Increases  of  $127,474  state  special  revenue  and  $2,549,500  federal 
special  revenue  for  the  biennium  are  requested  to  rehabilitate  the  runway  pavement  at  the  Lincoln  Airport.  The 
executive  requests  a  biennial  appropriation  for  this  adjustment  in  the  event  further  delays  extend  the  project  into  fiscal 
2007. 
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2005  Biennium  Delays 

The  2003  legislature  appropriated  $1.8  million  for  a  project  to  rehabilitate  the  Lincoln  Airport 
runway  during  the  2005  biennium.  According  to  the  department,  the  project  was  delayed  because  the  Federal  Aviation 
Administration  mandated  that  the  airport  develop  a  master  plan,  airport  layout  plan,  feasibility  study,  and  environmental 
assessment  before  proceeding  with  the  design  and  construction  for  the  project.  The  department  expects  that  construction 
on  the  project  will  begin  in  the  summer  of  2005  and  be  completed  that  fall. 
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Lincoln  Airport  Runway  Rehabilitation  Capital  Improvement  Project  -  One-Time  Authority 

This  project  is  a  major  capital  improvement  project  intended  to  restore  the  Lincoln  Airport  runway  to 
federal  standards  and  not  for  routine  and  regularly  recurring  maintenance.  As  such,  the  legislature  may 
wish  to  designate  this  funding  as  one-time-only  in  addition  to  the  biennial  designation  requested  by  the  executive.  One- 
time-only  funding  would  exclude  this  funding  from  the  base  for  the  2009  biennium  when  it  would  not  be  needed. 


DP  208  -  Aircraft  Engine  and  Propeller  -  Biennial  -  An  increase  of  $32,000  state  special  revenue  for  the  biennium  is 
requested  to  overhaul  the  engine  and  propeller  of  a  division-owned  aircraft.  The  Aeronautics  Division  owns  and 
operates  a  1975  A-36  Beechcraft  Bonanza  aircraft.  The  aircraft  engine  and  propeller  are  recommended  by  the 
manufacturer  to  be  overhauled  when  the  hours  flown  reaches  1,700.  The  aircraft  engine  and  propeller  is  expected  to 
exceed  the  recommended  1,700  hours  flight  time  in  the  next  biennium  and  is  due  to  be  overhauled.  The  engine  and 
propeller  would  be  installed  by  the  division  airframe  and  power  plant  mechanic,  certified,  inspected,  and  test  flown 
before  being  returned  to  service.  The  executive  requests  a  biennial  appropriation  for  this  adjustment  so  the  expenditure 
could  be  funded  in  the  year  the  aircraft  reaches  the  manufacturer  standard. 
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Major  Overhaul  -  One-Time  Authority 

The  need  to  perform  a  major  engine  and  propeller  overhaul  is  not  routine  and  does  not  recur  each  fiscal 
year.      As  such,  the  legislature  may  wish  to  designate  this  funding  as  one-time-only  in  addition  to  the 
biennial  designation  requested  by  the  executive.  One-time-only  funding  would  exclude  this  funding  from 
the  base  for  the  2009  biennium  when  it  would  not  be  needed. 


DP  209  -  Aircraft  purchase  -  An  increase  of  $388,000  state  special  revenue  for  the  biennium  is  requested  to  purchase  a 
aircraft  to  replace  an  existing  aircraft  used  for  air  search  and  rescue  activities.  The  executive  requests  a  biennial 
appropriation  for  this  adjustment. 
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Aircraft  Information  and  Use 

The  Division  owns  a  1966  Cessna  T-41,  ex-military  trainer  aircraft.  This  aircraft  has  9,200  hours 
on  the  airframe  and  power  plant.  The  aircraft  is  used  primarily  for  air  search  and  rescue  activities.  In  accordance  with 
an  agreement  with  the  Governor  and  the  United  States  Air  Force  the  division  is  the  first  responder  in  case  of  a  missing 
or  downed  aircraft.  The  Aeronautics  Division  intends  to  sell  the  Cessna  T-41  and  purchase  a  Cessna  Turbo  182,  model 
year  2000  or  greater.  The  Cessna  Turbo  1 82  would  also  have  a  longer  fuel  range  capacity  and  a  faster  cruise  speed  than 
the  Cessna  T-41.  The  division  expects  to  receive  approximately  $60,000  from  the  sale  of  the  Cessna  T-41  and  would 
use  the  proceeds  of  the  sale  and  a  loan  of  approximately  $290,000,  repayable  over  20  years,  to  purchase  the  replacement 
aircraft. 
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Aircraft  Purchase  -  One-Time  Authority 

A  portion  of  the  funding  is  for  the  one-time  purchase  of  an  aircraft.  If  the  purchase  is  made  in  fiscal  2006, 

the  base  funding  that  corresponds  to  the  aircraft  purchase  would  not  be  needed  in  the  2009  biennium 

except  for  the  amount  needed  for  debt  service  on  the  loan.  To  prevent  the  one-time  portion  of  the  funding  from  inflating 

the  base  for  the  2009  biennium  the  legislature  has  the  following  options: 

•  Designate  $324,000  of  the  funding  for  fiscal  2006  as  a  one-time-only  appropriation. 

•  Designate  $350,000  of  the  funding  for  fiscal  2006  as  a  one-time-only  appropriation 
One-Time  Authority  of  $324.000 

Approving  one-time  authority  of  $324,000  would  allow  $26,000  of  the  purchase  price  to  continue  into  the  base  for  the 
2009  biennium  to  fund  debt  service  on  the  loan.  The  one  complication  with  this  approach  is  that  the  operational  plan  for 
the  2009  biennium  would  not  be  established  in  accordance  with  how  the  funding  would  be  expended.  The  operational 
plan  for  equipment  would  be  overstated  by  $26,000  while  the  operational  plan  for  debt  service  would  be  understated  by 
the  same  amount.  Aligning  the  operating  plan  with  actual  expenditures  would  necessitate  administrative  actions  on  the 
part  of  the  executive. 
One-Time  Authority  of  $350.000 

Approving  one-time  authority  of  $350,000  would  eliminate  funding  for  the  entire  purchase  price  from  continuing  into 
the  base  for  the  2009  biennium.  The  executive  would  then  need  to  request  funding  for  debt  service  in  the  budget  request 
for  the  2009  biennium. 


Proprietary  Rates 

Proprietary  Program  Description 

The  West  Yellowstone  Airport  provides  a  fly-in  gateway  to  the  town  of  West  Yellowstone,  Yellowstone  Park,  and 
surrounding  US  Forest  Service  area  recreational  opportunities.  The  airport  is  seasonal  in  its  operation  matching  the  peak 
tourist  demand  of  the  area  from  June  1  to  September  30.  The  airport  serves  as  an  inter-agency  fire  control  center  with 
both  smoke  jumpers  and  fire  retardant  bombers  located  at  the  airport.  The  airport  accomplishes  these  missions  with 
extensive  facilities  to  accommodate  aircraft  of  various  sizes.  The  airport  has  a  terminal  building  with  tenants  that 
provide  the  following  functions:  cafe,  gift  shop,  two  car  rental  agencies,  fixed  based  operation  (FBO)  serving  general 
aviation,  and  Skywest  Airlines.  The  operation  of  the  West  Yellowstone  Airport  is  funded  from  an  enterprise  type 
proprietary  fund. 

Proprietary  Revenues  and  Expenses 

Revenues 

Revenues  for  the  operation  of  the  West  Yellowstone  Airport  are  derived  from  landing  fees,  building  space  rental  fees, 

fuel  flowage  fees,  sales  receipts,  and  non-aero  rentals. 

Expenses 

Expenses  from  the  fund  are  for  personal  services  for  1.29  FTE  and  operating  expenses  such  as  janitorial  supplies, 
insurance,  facility  maintenance,  and  matching  funds  for  federally  funded  capital  improvement  projects  at  the  airport. 
Fund  Equity  and  Reserved  Fund  Balance 

The  West  Yellowstone  Airport  proprietary  fund  balance  continues  to  increase.  Management  objectives  are  to  continue  to 
increase  the  fund  balance.  There  is  no  fluctuation  of  cash  into  the  program  and  there  is  not  any  significant  reoccurring 
cash  obligations  that  must  be  covered  by  cash  on  hand  or  loans. 
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The  figure  for  fund  06007  shows  the  financial  information  for  the  fund  from  fiscal  2002  through  fiscal  2007. 


2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds 


Fund           Fund  Name  Agency  Name 

6007 West  Yellowstone  Airport  Transportation 


Program  Name 
Aeronautics  Program 


Operating  Revenues: 

Fee  revenue 
Miscellaneous  Service  Fee 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual  Actual         Actual      Budgeted    Budgeted 

FY02  FY03  FY04  FY05  FY06 


Budgeted 
FY07 


54,109        51,143 


36,548 


12,075 


8,500 
8,500 


8,500 


8,500 


71,430        60,614        80,353      114,600      108,000      108,000 


125,539 

111,757 

116,901 

126,675 

116,500 

116,500 

33,976 

35,282 

42,682 

47,265 

48,143 

48,452 

31,026 

44,526 

77,858 

33.533 

87.314 

72,314 

65,002 

79,808 

120,540 

80,798 

135,457 

120,766 

60,537 

31,949 

(3,639) 

45,877 

(18,957) 

(4,266) 

- 

- 

- 

- 

- 

- 

60,537 

31.949 

(3,639) 

45,877 

(18,957) 

(4,266) 

25,452 

7,303 

18,221 

25,500 

20,000 

20,000 

85,989 

39,252 

14,582 

71,377 

1,043 

15,734 

(539,557) 

891,543 

814,113 

827,921 

899,298 

900,341 

- 

(116,682) 

(774) 

- 

- 

- 

1,345,111 

- 

- 

- 

- 

- 

805,554 

774,861 

813.339 

827,921 

899,298 

900,341 

891,543 

814,113 

827,921 

899,298 

900,341 

916,075 

10,834        13,301        20,090        13,466        22,576 


20,128 


Department  Of  Transportation 


A- 139 


Aeronautics  Program 


Department  Of  Transportation 


40-Aeronautics  Program 


LFD 
COMMENT 


Growing  Fund  Equity 

Historically,  the  operating  revenues  for  the  fund  exceed  the  operating  expenses  except  for  both 
fiscal  years  of  the  2007  biennium,  as  the  fund  is  used  to  match  the  second  phase  of  the  runway 
rehabilitation  project.  Once  the  rehabilitation  project  is  completed,  the  fund  should  return  to  a  condition  where 
operating  revenues  exceed  operating  expenses  and  the  balance  would  again  grow.  At  the  end  of  fiscal  2004  the  cash 
balance  in  the  account  was  more  than  $521 ,000,  which  is  four  times  the  operating  expenses  for  that  year  and  nearly  63.0 
percent  of  net  assets.  At  the  end  of  the  2007  biennium,  the  operating  income  would  increase  the  cash  balance  to  nearly 
$544,000  or  4.5  times  operating  expenses.  The  agency  has  provided  a  potential  list  of  $550,000  in  future  project  costs 
that  would  be  financed  by  the  growing  cash  balance.  Projects  anticipated  in  future  years  but  not  shown  on  the  fund 
sheet  because  they  occur  after  FY  2007  include: 

•  Additional  runway  pavement  reconstruction  not  addressed  by  the  2005  biennium  project 

•  An  upgrade  of  the  terminal,  including  window,  lighting,  and  flooring  replacement 

•  A  tractor/mower  upgrade 

•  Connection  to  the  West  Yellowstone  city  septic  system 


Proprietary  Rate  Explanation 

Fees  for  provided  services  are  market  based.  The  program  for  the  operation  of  the  West  Yellowstone  Airport  charges  the 
fees  shown  on  Figure  40A.  For  the  2007  biennium,  the  fees  for  building  leases  and  the  sales  receipts  for  the  cafe  and  gift 
shop  would  increase  and  the  rental  of  the  sewer  lagoon  to  the  City  of  West  Yellowstone  would  be  tied  to  the  consumer 
price  index  for  all  urban  consumers  (CPI-U).  Because  this  is  an  enterprise  type  proprietary  fund,  the  legislature  does  not 
approve  rates.  Fees  are  presented  for  information  only. 


Figure  40A 

West  Yellowstone  Airport 

Base  and  2007  Biennium  Rates 

Fee  Description 

Fiscal  2004  Fees 

Fiscal  2006  Fees 

Fiscal  2007  Fees 

Landing  Fees  -  Scheduled  Air  Carriers 

$0.50/1000  lbs 

$0.50/1000  lbs 

$0.50/1000  lbs 

Landing  Fees  -  Other  Uses 

11,000-31,250  lbs 

$25.0 

$25.0 

$25.0 

Landing  Fees  -  Other  Uses 

>3 1,250  lbs 

$0.80/1000  lbs 

$0.80/1000  lbs 

$0.80/1000  lbs 

Fuel  Flo  wage  Fees  (001 5) 

$0.06/gallon 

$0.06/gallon 

$0.06/gallon 

Building  Leases  -  Car  Rental 

per  month 

$1.55/sq.ft. 

$2.00/sq.ft. 

$2.00/sq.ft. 

Building  Leases  -  FBO's  &  Tours 

per  month 

$1.2975/sq.ft. 

$2.00/sq.ft. 

$2.00/sq.ft. 

Building  Leases  -  Airlines 

per  month 

$1.8908/sq.ft. 

$2.00/sq.ft. 

$2.00/sq.ft. 

Building  Leases  -  U/G  Storage 

per  month 

$0.025/sq.  ft. 

- 

- 

Building  Leases  -  Hanger  Ground 

per  year 

$0.05/sq.ft. 

$0.10/sq.ft. 

$0.10/sq.ft. 

Tax  Transfer 

$18,221.0 

$15,000  est. 

$15,000  est. 

Sales  Receipts  -  Car  Rental 

10%  of  gross 

10%  of  gross 

10%  of  gross 

Sales  Receipts  -  Cafe/Gift  Shop 

5%  of  gross 

10%  of  gross 

10%  of  gross 

Non-Aero  Rentals  -  Nevada  Testing 

per  year 

Prior  yr  +  CPI-U 

Prior  yr  +  CPI-U 

Prior  yr  +  CPI-U 

Non-Aero  Rentals  -  City  of  WYS 

per  year 

$9,600/year 

Prior  yr  +  CPI-U 

Prior  yr  +  CPI-U 

Non-Aero  Rentals  -  Energy  West 

per  year/acre 

Prior  yr  +  CPI-U 

Prior  yr  +  CPI-U 

Prior  yr  +  CPI-U 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

59.10 

0.00 

0.00 

59.10 

0.00 

( 

).00 

59.10 

59.10 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

2,635,132 

1,567,249 

22,922 

4,872,228 

138,566 

42,965 

0 

1,271,007 

0 

375,000 

0 

0 

2,773,698 

1,985,214 

22,922 

6,143,235 

139,721 

42,947 

0 

1,271,007 

0 
0 
0 
0 

2,774,853 

1,610,196 

22,922 

6,143,235 

5,548,551 

3,595,410 

45,844 

12,286,470 

Total  Costs 

$9,097,531 

$1,452,538 

$375,000 

$10,925,069 

$1,453,675 

$0 

$10,551,206 

$21,476,275 

State/Other  Special 
Federal  Special 

1,264,590 
7,832,941 

1,000',335 
452,203 

75,000 
300,000 

2,339,925 
8,585,144 

989,838 
463,837 

0 
0 

2,254,428 
8,296,778 

4,594,353 
16,881,922 

Total  Funds 

$9,097,531 

$1,452,538 

$375,000 

$10,925,069 

$1,453,675 

$0 

$10,551,206 

$21,476,275 

Program  Description 

The  Transportation  Planning  Division  provides:  1)  an  inventory  of  transportation  infrastructure  to  allocate  funds, 
maintain  Department  of  Transportation  eligibility  for  grants  and  federal  funds,  and  aid  in  the  process  of  project 
prioritization  and  selection;  2)  a  statewide  planning  program  and  assistance  to  local  area  transportation  planning;  and  3) 
response  to  legislative  or  regulatory  actions  necessitating  representation  before  courts,  congressional  hearings,  the  US 
Department  of  Transportation,  the  Surface  Transportation  Board,  and  others.  This  planning  results  in  a  program  that 
includes  buses  for  transit  systems,  street  and  highway  improvements,  railroad  track  rehabilitation,  and  transportation 
enhancements  for  non-motorized  and  beautification  improvements. 
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Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $3.2 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
1 8  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Establish  funding  for  base  year  levels  of  overtime  and 
differential  pay 

•  Studies  of  transportation  corridors 

•  Increases  for  grants  to  senior  citizen  and  persons  with 
disabilities 

•  Grants  to  procure  or  construct  transit  facilities,  purchase 
transit  vehicles,  and  operate  transit  vehicles  in  rural  areas 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  executive. 


Program  Funding  Table 

Transportation  Planning 

Base            %  of  Base           Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004           FY  2006 

FY  2006 

FY  2007 

FY  2007 

02282  Fta  Local  Match 

$     252,189               2.8%     $        252,189 

2.3% 

$      252,189 

2.4% 

02422  Highways  Special  Revenue 

1,012,401              11.1%           2,087,736 

19.1% 

2,002,239 

19.0% 

03147  Fta  Grants 

2,792,162             30.7%           3,741,753 

34.2% 

3,741,763 

35.5% 

03407  Highway  Trust  -  Sp  Rev 

5.040.779             55.4%           4.843.391 

44.3% 

4.555.015 

43.2% 

Grand  Total 

$9,097,531            100.0%     $    10,925,069 

100.0% 

$10,551,206 

100.0% 

The  Transportation  Planning  Division  is  funded  with  a  combination  of  state  and  federal  special  revenue  funds.  Transit 
grants  are  generally  fully  funded  (100  percent)  with  Federal  Transit  Administration  funds.  However,  if  a  match  is 
required  it  is  provided  by  the  local  entity  receiving  services  or  on  a  rare  occasion  with  highways  state  special  revenue 
funds.  The  remaining  division  activities  are  funded  with  federal  planning  and  research  funds  and  state  special  revenue 
funds  at  a  ratio  of  69  percent  federal  and  31  percent  state  special  revenue  for  the  2007  biennium.  State  special  revenue 
funds  include  just  over  $500,000  in  local  match  pass-through  authority  for  the  2007  biennium. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

] 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

251,114 

(115,446) 

(489) 

249 

252,324 

(115,501) 

(457) 

249 

Total  Statewide  Present  Law  Adjustments 

$135,428 

$136,615 

DP5001-SB448Transade 

0.00                       0 
DP  5005  -  Overtime  and  Differential 

0.00                      0 
DP  5006  -  Equipment  Rental 

0.00                      0 
DP  5008  -  Accrual  Accounting  Error 

0.00                      0 
DP  5009  -  FTA  Grants 

145,989 

956 

6,364 

2,277 

0 

1,942 

25,457 

9,107 

145,989 

2,898 

31,821 

11,384 

0.00 
0.00 
0.00 
0.00 

0 
0 
0 
0 

145,989 

956 

6,354 

2,277 

0 

1,942 

25,417 

9,107 

145,989 

2,898 

31,771 

11,384 

0.00                      0 
DP  5010  -  FHWA  Metropolitan  Planning  Grant 

0.00                      0 

0 
31,183 

969,101 

124,734 

969,101 
155,917 

0.00 
0.00 

0 
0 

0 
31,183 

969,101 
124,734 

969,101 
155,917 

Total  Other  Present  Law  Adjustments 

0.00                    $0 

$186,769 

$1,130341 

$1,317,110 

0.00 

$0 

$186,759 

$1,13031 

$U17,060 

Grand  Total  All  Present  Law  Adjustments 

$1,452,538 

$1,453,675 

DP  5001  -  SB  448  Transade  -  An  increase  of  $291,978  state  special  revenue  for  the  biennium  is  requested  to  increase 
funding  for  transportation  assistance  grants  for  the  disabled  and  elderly  to  projected  revenue  levels.  The  base  year  was  a 
transition  year  and  expenditures  were  lower  than  a  typical  year  based  on  average  revenue  trends  from  a  fee  collected  for 
this  purpose. 
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Transportation  Assistance  for  Disabled  and  Elderly 

The  2001  Legislature  passed  SB  448  and  added  a  $0.25  fee  collected  on  all  vehicle  registrations 
with  the  exception  of  trailers  and  semi-trailers  pursuant  to  61-3-321,  MCA  to  fund  transportation  services  for  senior 
citizen  and  persons  with  disabilities.  SB  448  authorized  the  department  to  use  the  funds  to  award  grants  to  counties, 
incorporated  cities  and  towns,  transportation  districts,  or  nonprofit  organizations  for  transportation  services  for  persons 
60  years  of  age  or  older  and  for  persons  with  disabilities. 


DP  5005  -  Overtime  and  Differential  -  Increases  of  $1,912  state  special  revenue  and  $3,884  federal  special  revenue  for 
the  biennium  are  requested  to  reestablish  base  year  overtime  and  differential  pay.  Included  in  the  increase  is  $758  for 
benefits,  calculated  at  15  percent  of  overtime  and  differential  pay,  to  fund  federal  payroll  taxes,  workers  compensation 
and  state  unemployment  insurance,  and  employer  contribution  to  the  public  employee  retirement  system. 

DP  5006  -  Equipment  Rental  -  Increases  of  $12,718  state  special  revenue  and  $50,874  federal  special  revenue  for  the 
biennium  are  requested  to  fund  the  program  share  of  proposed  increases  in  the  Equipment  Program  -  an  internal  service 
program  exclusively  serving  programs  of  the  Department  of  Transportation. 

DP  5008  -  Accrual  Accounting  Error  -  Increases  of  $4,554  state  special  revenue  and  $18,214  federal  special  revenue  for 
the  biennium  are  requested  to  provide  funding  removed  from  the  base  due  to  an  accounting  error.  For  FY  2004,  the 
department  inadvertently  accounted  for  $11,384  in  expenditures  against  a  one-time-only  appropriation  instead  of  a  base 
appropriation. 

DP  5009  -  FTA  Grants  -  An  increase  of  $1,938,202  federal  special  revenue  for  the  biennium  is  requested  for  transit 
capital  assistance  grants  to  local  governments.  The  projects  were  submitted  through  and  supported  by  the  Montana 
congressional  delegation.  These  federal  funds  would  be  used  to  procure  or  construct  transit  facilities,  purchase  transit 
vehicles,  and  operate  transit  vehicles  in  rural  areas. 

DP  5010  -  FHWA  Metropolitan  Planning  Grant  -  Increases  of  $62,366  state  special  revenue  and  $249,468  federal  special 
revenue  for  the  biennium  are  requested  to  provide  metropolitan  planning  grants  to  Billings,  Great  Falls,  and  Missoula  to 
conduct  transportation  planning  in  urbanized  areas.  Federal  funding  requires  updating  the  long-range  transportation 
plans  for  these  urban  areas  each  three  years.  Because  of  the  three-year  cycle,  a  greater  number  of  plan  updates  are  due  in 
FY  2006  and  FY  2007  than  were  developed  in  FY  2004. 

New  Proposals 


New  Proposals 

Program               FTE 



General 
Fund 

FTE 

General 
Fund 

-Fiscal  2007   -   - 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  5007  -  Corridor  Studies 

50               0.00 

Total               0.00 

0 

$0 

75,000 
$75,000 

300,000 

$300,000 

375,000 

$375,000 

0.00 

0.00 

0 

$0 

0 

$0 

0 

$0 

0 

$0 

DP  5007  -  Corridor  Studies  -  Increases  of  $75,000  state  special  revenue  and  $300,000  federal  special  revenue  for  the 
biennium  are  requested  to  fund  corridor  studies  intended  to  evaluate  the  existing  transportation  system  within  and  along 
specific  corridors,  and  identify  how  the  system  could  be  improved  to  meet  existing  and  long-term  needs. 
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Corridor  Studies 

According  to  the  department,  the  studies  would  be  conducted  through  a  collaborative  process  with 
local  jurisdictions  and  the  public.  The  studies  are  intended  to  provide  a  means  for  facilitating  resolution  of  major  issues 
before  specific  project  programming  and  development  begins.  The  studies  are  intended  to  save  money  by  identifying 
long-range  right-of-way  needs  and  anticipated  problems  resulting  from  growth  before  solutions  become  too  expensive. 
The  end  product  is  a  comprehensive  package  of  strategies  and  improvements  that  are  designated  to  achieve  the  goals  for 
the  corridor.  Highway  93  between  Missoula  and  Lolo  was  identified  as  the  first  study  to  be  undertaken  through  this 
process  and  is  scheduled  to  begin  in  FY  2005. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budge!  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

609.53 

(9.45) 

12.00 

612.08 

(9.50) 

12.00 

612.03 

612.03 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

24,716,824 

9,381,179 

93,986 

0 

(688,939) 

3,866,110 

0 

0 

960,000 

3,150,000 

40,000 

0 

24,987,885 

16,397,289 

133,986 

0 

(586,864) 

2,433,987 

0 

0 

0 

2,750,000 

0 

0 

24,129,960 

14,565,166 

93,986 

0 

49,117,845 

30,962,455 

227,972 

0 

Debt  Service 

2,452 

16,000,000 

0 

16,002,452 

0 

0 

2,452 

16,004,904 

Total  Costs 

$34,194,441 

$19,177,171 

$4,150,000 

$57,521,612 

$1,847,123 

$2,750,000 

$38,791,564 

$96,313,176 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

29,279,359 

549,014 

2,362,285 

2,003,783 

21,056,482 

72,907 

(2,063,864) 

111,646 

4,150,000 
0 
0 
0 

54,485,841 
621,921 
298,421 

2,115,429 

3,714,199 

83,316 

(2,060,783) 

110,391 

2,750,000 
0 
0 
0 

35,743,558 

632,330 

301,502 

2,114,174 

90,229,399 

1,254,251 

599,923 

4,229,603 

Total  Funds 

$34,194,441 

$19,177,171 

$4,150,(100 

$57,521,612 

$1,847,123 

$2,750,000 

$38,791,564 

$96313,176 

Agency  Description 

The  Department  of  Revenue  collects  revenue  from  and  enforces  regulations  for  over  30  state  taxes  and  fees.  The 
department  also  regulates  the  sale  and  distribution  of  alcoholic  beverages  in  the  state.  The  department  is  composed  of 
six  divisions  with  overall  agency  direction  and  management  coordinated  from  the  Director's  Office. 

Agency  Highlights 


Department  of  Revenue 
Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $27.9  million 
for  the  biennium  over  the  base  (average  annual  increases  of  41  percent) 
General  fund  budget  would  increase  through  adjustments  totaling  $31.7 
million  for  the  biennium  over  the  base  (average  annual  increases  of  54 
percent) 

Federal  special  revenue  budget  would  decrease  by  $4.1   million  for  the 
biennium  from  the  base  (average  annual  reductions  of  87  percent)  due 
primarily  to  the  movement  of  the  Unemployment  Insurance  tax  collections 
function  to  the  Department  of  Labor  and  Industry 
Significant  budget  increases  for  general  fund  are  for: 

•  Payoff  of  IRIS  computer  system  loan  ($16  million) 

•  Development  of  a  new  property  tax  system  ($5.5  million) 

•  Replace  the  remainder  of  POINTS  ($4  million) 

•  Statewide  present  law  adjustments  ($1.8  million) 

•  IRIS  operating  costs  ($  1 .6  million) 

•  Development  of  an  agricultural  and  forest  land  classification  and 
valuation  system  ($1 .4  million) 

•  Replacement  of  federal  funds  due  to  transferring  the 
Unemployment  Insurance  tax  collection  function  to  the 
Department  of  Labor  and  Industry  ($1.4  million) 

•  Increases  in  field  office  rent  payments  to  local  governments  and 
private  landlords  ($777,000) 

Statewide  FTE  reduction  would  eliminate  9.50  FTE  by  the  end  of  the 
biennium  and  reduce  general  fund  by  $871,316 
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Agency  Discussion 

Adjustments  Common  Across  the  Department 

Two  adjustments  appear  in  most  programs  of  the  department:     1)  replacement  of  federal  funds  lost  when  the 

unemployment  insurance  (UI)  tax  collection  function  was  transferred  to  the  Department  of  Labor  and  Industry  (DOLI); 

and  2)  statewide  FTE  reduction. 

Replacement  of  Federal  Funds  -  UI  Transfer 

The  2003  Legislature  passed  SB  271,  which  directed  the  development  of  a  replacement  system  for  the  Process  Oriented 

Integrated  Tax  System  (POINTS)  and  the  transfer  of  the  UI  tax  collection  function  from  the  department  to  DOLI.  The 

department  transferred  30.00  FTE  to  DOLI  when  it  transferred  the  function.    The  FTE  transferred  to  DOLI  were 

organized  as  component  functions  in  three  programs: 

•  1 .00  FTE  in  the  Director' s  Office 

•  1 0.00  FTE  in  the  Customer  Service  Center 

•  2 1 .00  FTE  in  the  Business  and  Income  Tax  Division 

Overall,  the  reduction  of  the  UI  FTE  represented  a  reduction  of  4.6  percent  of  the  agency  FTE  for  FY  2004. 

When  the  department  collected  UI  taxes,  some  administrative  costs  for  human  resources,  accounting,  information 
technology,  and  administrative  support  were  funded  with  federal  UI  funds  that  are  moved  to  DOLI  in  the  2007  biennium. 
Consequently,  the  percentage  of  federal  funds  supporting  the  department  are  reduced  and  general  fund  is  increased. 
Figure  1  shows  the  funding  percentage  for  the  department  as  it  existed  before  the  UI  function  was  moved  to  the 
department,  just  after  it  was  moved  to  the  department,  just  prior  to  moving  it  back  to  DOLI,  and  as  it  would  exist  if  the 
legislature  approved  the  proposed  budget  for  FY  2006,  including  statewide  present  law  adjustments  and  funding  switch 
adjustments,  but  without  other  present  law  or  new  proposal  adjustments.  In  FY  1998,  prior  to  moving  UI  to  the 
department,  federal  special  revenue  was  $713,176,  and  in  FY  2006,  after  removing  UI  funds,  federal  special  would  be 
$298,421.  Figure  1  shows  that  the  funding  percentage  between  general  fund  and  federal  funds  would  return  to  roughly 
the  same  levels  they  were  prior  to  moving  the  UI  function  to  the  department. 


Figure  1 
Department  of  Revenue 
Unemployment  Insurance  Tax  Collections 
Funding  Percentages 

Federal 
General    Special 
Fund     Revenue    Other 

FY  1998  before  moving  UI  to  DOR 

FY  1998  after  moving  UI  to  DOR 

FY  2004  base 

FY  2006  base,  statewide  adjustments,  funding  switches 

96%         3%         1% 
92%          7%          1% 
91%          7%         2%    Note  1 
97%          1%         2%    Notel 

Note  1 :  Budgeted  Liquor  Division  proprietary  funds  are 
for  FY  2006  or  FY  2006  to  provide  consistancy  with  FY 

not  included  in  total  budget 
1998  budgeting  of  proprietary 

With  the  UI  tax  collection  function  moved  to  DOLI,  federal  UI  funding  is  no  longer  available  to  the  department.  Even 
without  the  UI  tax  collection  function,  administrative  functions  that  supported  the  FTE  and  programs  in  which  the  UI 
collection  function  resided  will  still  remain,  although  at  a  slightly  reduced  level.  The  executive  has  requested  to  backfill 
80  percent  of  the  lost  federal  funds  with  general  fund  primarily  due  to  losses  of  economies  of  scale  in  the  provision  of  the 
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centralized  services.  Figure  2  summarizes  the  adjustments  contained  in  decision  packages  that  are  requested  to  make  the 
adjustment.  (Not  included  in  Figure  2  are  reductions  of  federal  special  revenue  included  in  statewide  present  law 
adjustments  for  two  programs  and  discussed  in  the  program  narratives,  because  the  direct  relationships  with  general  fund 
increases  are  not  available.) 


Figure  2 

Department  of  Revenue 

Replacement  of  Federal  Funds  -  Ul  Transfer 

2007  Biennium  Total 

DP 

Federal 

Number  General  Fund 

Funds 

Total  Funds 

01  -  Director's  Office 

101        $240,960 

($240,960) 

$0 

02  -  Information  Technology 

201          430,980 

(430,980) 

0 

05  -  Resource  Management 

501          213,354 

(213,354) 

0 

06  -  Customer  Service  Center 

601          377,756 

(479,908) 

(102,152) 

07  -  Business  and  Income  Tax  Division 

701          135,056 

(499,838) 

(364,782) 

08  -  Property  Assessment  Division 

N/A                   0 

0 

0 

Department  Total 

$1,398,106 

($1,865,040) 

($466,934) 

Statewide  FTE  Reduction 

The  2003  Legislature  imposed  an  additional  vacancy  saving  on  top  of  the  4.0  percent  vacancy  savings  rate  applied  to  all 
positions.  The  additional  vacancy  savings  averaged  1 .5  percent  for  all  agencies  excluding  the  university  system  units, 
and  was  imposed  on  positions  funded  with  general  fund.  For  the  Department  of  Revenue,  the  additional  vacancy  savings 
was  1.6  percent  or  $871,296  for  the  2005  biennium.  In  developing  the  budget  for  the  2007  biennium,  the  executive  has 
reduced  positions  and  therefore  general  fund  by  the  equivalent  of  the  additional  vacancy  savings  imposed  for  the  2005 
biennium.  Figure  3  summarizes  the  statewide  FTE  reduction  adjustments  for  all  programs  of  the  department.  By  the  end 
of  the  2007  biennium,  9.50  FTE  would  be  eliminated  as  a  result  of  the  statewide  FTE  reduction.  Refer  to  the  decision 
package  descriptions  in  the  respective  programs  for  details  on  the  positions  that  would  be  eliminated  in  the  department  or 
Volume  1 .  Legislative  Budget  Analysis  2007  Biennium  for  a  discussion  of  the  statewide  impacts  of  the  adjustments. 


Figure  3 

Department  of  Revenue 

Statewide  FTE  Reduction 

2007  Biennium  Total 

DP 

FY  2006 

FY  2007 

Number 

General  Fund    Total  Funds 

FTE 

FTE 

01  -  Director's  Office                                         104 

$    (127,469)   $ 

(127,469) 

(1.00) 

(1.00) 

02  -  Information  Technology                             203 

(176,589) 

(176,589) 

(2.00) 

(2.00) 

05  -  Resource  Management                               505 

(127,429) 

(127,429) 

(1.00) 

(1.00) 

06  -  Customer  Service  Center                             602 

(55,004) 

(55,004) 

(1.00) 

(1.00) 

07  -  Business  and  Income  Tax  Division             703 

(97,205) 

(97,205) 

(1.30) 

(135) 

08  -  Property  Assessment  Division                     803 

(287,622) 

(287,622) 

(3.15) 

(3.15) 

Department  Total 

$    (871,318)   $ 

(871.318) 

(9.45) 

(9.50) 

nus 

SB  271  of  the  2003  Legislature  directed  the  development  of  a  replacement  system  for  POINTS.  A  replacement  system, 
the  integrated  revenue  information  system  (IRIS),  has  been  developed  and  implemented  to  administer  rental  vehicle 
taxes,  cigarette  taxes,  individual  income  withholding  taxes,  oil  and  gas  production  taxes,  and  lodging  facilities  use  taxes. 
A  second  phase  of  the  project  is  underway  and  is  expected  to  be  completed  prior  to  the  beginning  of  the  2005  session  to 
administer  corporation  license  and  individual  income  taxes.  After  the  modules  of  IRIS  to  administer  corporation  license 
and  individual  income  taxes  are  implemented,  all  funding  authorized  in  SB  271  will  be  depleted.  Additional  funding 
would  be  required  to  complete  the  replacement  of  POINTS,  as  directed  by  SB  271 . 
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Figure  4  summarizes  the  funding  requested  for  continued  development  and  operation  of  IRIS.  The  requests  are 
discussed  in  more  detail  in  the  program  narratives.  Figure  4  includes  funding  for  costs  associated  with  development 
activities  in  both  the  2005  and  2007  biennia.  The  figure  also  includes  costs  for  replacing  the  property  tax  system.  The 
property  tax  system  will  interface  with  the  IRIS,  but  will  not  be  a  direct  component.  When  the  legislature  first  funded 
POINTS,  it  included  funding  to  include  a  property  tax  component.  POINTS  failures  that  led  to  the  legislature  directing 
its  replacement  effectively  eliminated  the  property  tax  system  from  the  POINTS  discussion.  However,  since  it  was  first 
envisioned  as  being  a  part  of  an  integrated  tax  system  for  the  state,  and  since  the  property  tax  system  would  interface 
with  IRIS  as  part  of  an  integrated  system  the  funding  for  the  property  tax  system  replacement  is  included  in  Figure  4. 


Figure  4 

Department  of  Revenue 

Integrated  Revenue  Information  System 

Funding 

2007  Biennium 

(in  Millions) 

Capital 

General 

Projects 

Total 

Fund 

Fund 

Funds 

DP  105  -  Pay  off  the  IRIS  computer  system  loan 

$16.0 

$16.0 

DP  106  -  Replace  the  remainder  of  the  POINTS  system 

4.0 

4.0 

Language  appropriation  -  SB  271  (2003  Legislature),  Section  1 1(2) 

3.0 

3.0 

Language  appropriation  -  SB  271  (2003  Legislature),  Section  12(1) 

2.3 

2.3 

DP  202  -  IRIS  operating  costs 

1.6 

1.6 

DP  804  -  Property  tax  computer  system 

11 

11 

Total  adjustments  for  IRIS 

$29.4 

$3.0 

$32.4 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 


Agency  Program 


General  Fund 

State  Spec. 

Fed  Spec. 

Proprietary 

Grand  Total 

Total  % 

$    24,325,936 

$ 

S              800 

$       54,664 

$ 

24,381,400 

25% 

7,168,073 

- 

- 

136,660 

$ 

7,304,733 

8% 

1,980,965 

- 

- 

2,469,029 

$ 

4,449,994 

5% 

9,091,847 

848,776 

184,800 

1,569,250 

$ 

11,694,673 

12% 

10,203,678 

305,475 

414,323 

- 

S 

10,923,476 

11% 

37,458,900 

100,000 

- 

- 

L 

37,558,900 

39% 

01  Director's  Office 

02  Information  Technology 

05  Resource  Management 

06  Customer  Service  Center 

07  Business  And  Income  Taxes  Division 

08  Property  Assessment  Division 
Grand  Total 


$    90,229,399     $  1,254,251     $       599,923     $  4,229,603     $     96,313,176 


100% 
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Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec  Budget 

Fiscal  06-07 

FTE 

600.08 

12.00 

612.08 

600.03 

12.00 

612.03 

609.53 

612.03 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 
Debt  Service 

24,027,885 

13,247,289 

93,986 

0 

16,002,452 

960,000 

3,150,000 

40,000 

0 

0 

24,987,885 

16,397,289 

133,986 

0 

16,002,452 

24,129,960 

11,815,166 

93,986 

0 

2,452 

0 
2,750,000 
0 
0 
0 

24,129,960 

14,565,166 

93,986 

0 

2,452 

48,334,893 

17,474,055 

167,374 

0 

8,827 

49,117,845 
30,962,455 

227,972 

0 

16,004,904 

Total  Costs 

$53,371,612 

$4,150,000 

$57,521,612 

$36,041,564 

$2,750,000 

$38,791,564 

$65,985,149 

$96,313,176 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

50,335,841 

621,921 

298,421 

2,115,429 

4,150,000 
0 
0 
0 

54,485,841 

621,921 

298,421 

2,115,429 

32,993.558 

632,330 

301,502 

2,114,174 

2,750,000 
0 
0 
0 

35,743,558 

632,330 

301,502 

2,114,174 

56,348,979 
1,102,177 
4,546,758 
3,987,235 

90,229,399 

1 34,251 

599,923 

439,603 

Total  Funds 

$53,371,612 

$4,150,000 

$57,521,612 

$36,041,564 

$2,750,000 

$38,791,564 

$65,985,149 

$96,313,176 

Reorganizations 

In  FY  2004,  the  Department  of  Revenue  reorganized  the  Compliance  Valuation  and  Resolution  Program  into  two 
programs.  The  new  programs  are  the  Business  and  Income  Taxes  Division  and  the  Property  Assessment  Division.  This 
reorganization  was  completed  to  improve  the  effectiveness  and  efficiencies  of  each  of  the  individual  programs  by 
aligning  the  organizational  structures  with  the  functions  served.  The  functions  of  the  programs  are  discussed  further  in 
each  program  section  that  follows. 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

-iscal  2007  -  - 

General               State 
Program                FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  804  -  Property  Tax  Computer  System 

08                  0.00          2,750,000 

DP  805  -  Agricultural/Forest  Land  Classification  System 
08                 12.00          1,400,000 

Total                 12.00        $4,150,000 

0 

0 

$0 

0 

0 

$0 

2,750,000 

1,400,000 

$4,150,000 

0.00 
12.00 
12.00 

2,750,000 

0 

$2,750,000 

0 

0 

$0 

0 

0 

$0 

2,750,000 

0 

$2,750,000 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

29.00 

(1.00) 

0.00 

28.00 

(1.00) 

0.00 

28.00 

28.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,657,995 

670,634 

0 

0 

(111,183) 

3,058,951 

0 

16,000,000 

0 
0 
0 
0 

1,546,812 

3,729,585 

0 

16,000,000 

(110,683) 

887,057 

0 

0 

0 
0 
0 
0 

1,547,312 

1,557,691 

0 

0 

3,094,124 

5,287,276 

0 

16,000,000 

Total  Costs 

$2328,629 

$18,947,768 

$0 

$21476397 

$776374 

$0 

$3,105,003 

$24381,400 

General  Fund 

2,177,182 

19,071,083 

0 

21,248,265 

900,489 

0 

3,077,671 

24,325,936 

State/Other  Special 
Federal  Special 
Proprietary 

0 

121,280 

30,167 

0 

(120,480) 

(2,835) 

0 
0 
0 

0 

800 

27,332 

0 

(121,280) 

(2,835) 

0 
0 
0 

0 

0 

27,332 

0 

800 

54,664 

Total  Funds 

$2328,629 

$18,947,768 

$0 

$21,276397 

$776374 

$0 

$3,105,003 

$24381,400 

Program  Description 

The  Director's  Office  supports  the  agency's  director  and  is  composed  of  six  work  units  that  provide  the  following 

functions: 

Supervises  the  overall  legal  efforts  of  the  department,  includes  reviewing  administrative  rules  and  policies  and 

supporting  the  Office  of  Dispute  Resolution 

Provides  research  and  analysis  of  state  revenue  legislation  and  legislative  proposals  affecting  the  department,  and 

department  economic  data  analysis 

Consolidates  the  department  budget 

Provides  department  communication  activities,  including  information  dissemination,  media  relations,  document 

editing,  stakeholder  relations,  website  maintenance,  public  involvement,  and  special  events 

Provides  information  and  analysis  of  the  adequacy  and  the  effectiveness  of  department  systems  of  internal 

controls,  operational  quality  control,  and  compliance  with  established  standards  and  management  expectations 

Provides  administrative  support  for  all  units  in  the  Director's  Office  including,  preparing  for  legislative 

committees,  transcribing  legal  hearings,  editing  correspondence,  and  finalizing  mass  mailings 

Program  Highlights 
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Director's  Office 
Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling 

nearly  $20  million  for  the  biennium  over  the  base  (average  annual 

increases  of  4.6  times  the  base  expenditure  of  $2.2  million) 

Federal  special  revenue  budget  would  decrease  to  less  than  $1,000 

from  a  base  of  $121,000,  due  to  the  movement  of  the  Unemployment 

Insurance  tax  collections  function  to  the  Department  of  Labor  and 

Industry 

Significant  budget  increases  for  general  fund  are  for: 

•  Payoff  of  IRIS  computer  system  loan  ($  1 6  million) 

•  Replace  the  remainder  of  POINTS  ($4  million) 

•  Replacement  of  federal  funds  due  to  transferring  the 
Unemployment  Insurance  tax  collection  function  to  the 

Department  of  Labor  and  Industry  ($241,000) 
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Statewide  FTE  reduction  would  eliminate  1 .00  FTE  by  the  end  of  the 
biennium  and  reduce  general  fund  by  $127,469 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Director's  Office 

Base 

%  of  Base           Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004           FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    2,177.182 

93.5%     $21,248,265 

99.9% 

$    3,077,671 

99.1% 

03928  Royalty  Audit  -  Nrct 

800 

0.0%                    800 

0.0% 

- 

- 

03954  Ui  Administrative  Grants 

120,480 

5.2% 

- 

- 

- 

06005  Liquor  Division 

30.167 

1.3%               27.332 

0.1% 

27.332 

0.9% 

Grand  Total 

$    2,328,629 

100.0%     $21,276,397 

100.0% 

$    3,105,003 

100.0% 

Funding  for  the  program  comes  primarily  from  the  general  fund.  For  the  2005  biennium,  other  funding  sources  are 
proprietary  fund  and  federal  special  revenue  from  federal  unemployment  insurance  funds.  The  proprietary  funding  is 
from  a  direct  appropriation  of  Liquor  Division  proprietary  fund  and  is  for  the  Liquor  Division  share  of  Director's  Office 
support  costs.  The  allocation  is  based  on  FTE  counts.  Liquor  Division  proprietary  funds  are  an  indirect  use  of  general 
fund  since  net  liquor  revenues,  after  operating  costs  are  deducted,  are  deposited  in  the  general  fund.  With  the  transfer  of 
the  unemployment  insurance  collections  function  to  the  Department  of  Labor  and  Industry,  the  federal  unemployment 
insurance  funds  will  no  longer  be  available  for  program  funding  in  the  2007  biennium.  The  remaining  federal  funds  are 
from  an  allocation  of  funds  in  support  of  the  mineral  royalty  audits. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  101  -  Replacement  of  Federal  Funds  -  UI  Transfer 
0.00  120,480 

DP  104  -  Statewide  FTE  Reduction 

(1.00)  (63,826) 

DP  105  -  Pay  Off  the  IRIS  Computer  System  Loan 
0.00         16,000,000 

DP  106  -  Replace  the  Remainder  of  the  POINTS  System 
0.00  3,000,000 

Total  Other  Present  Law  Adjustments 

(1.00)       $19,056,654 

Grand  Total  All  Present  Law  Adjustments 


19,751 

(67,108) 

(425) 

59,376 

$11,594 


VI I  u 


0 

(120,480) 

0 

0.00 

120,480 

0 

0 

(63,826) 

(1.00) 

(63,643) 

0 

0 

16,000,000 

0.00 

0 

0 

0 

3,000,000 

0.00 

1 ,000,000 

$0 

($120,480) 

$18,936,174 

$18,947,768 

(1.00) 

$1,056,837 

(120,480) 
0 
0 
0 


$0         ($120,480) 


20,083 

(67,123) 

(423) 

(112,520) 

($159,983) 


0 

(63.643) 

0 

1,000,000 

$936J57 

$776,374 
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DP  101  -  Replacement  of  Federal  Funds  -  UI  Transfer  -  Due  to  the  transfer  of  the  unemployment  insurance  collections 
function  to  the  Department  of  Labor  and  Industry  and  the  associated  loss  of  federal  funds  previously  used  to  fund  a 
portion  of  department  administrative  costs,  the  executive  requests  a  reduction  of  $240,960  federal  special  revenue  and  an 
increase  of  $240,960  general  fund  for  the  biennium  to  replace  the  lost  federal  funds.  This  adjustment  has  no  impact  on 
the  level  of  total  funds  for  the  biennium. 

DP  104  -  Statewide  FTE  Reduction  -  A  reduction  of  $127,469  general  fund  for  the  biennium  is  requested  to  permanently 
eliminate  1 .00  FTE  from  the  program.  The  reduction  continues  the  additional  1 .6  percent  vacancy  savings  on  general 
fund  positions  imposed  on  the  department  by  the  2003  Legislature  as  a  budget  balancing  measure.  The  position  that 
would  be  eliminated  for  this  reduction  is  the  internal  quality  assurance  manager.  The  position  evaluates  department 
processes,  recommends  process  improvements,  and  assists  division  personnel  in  implementing  changes. 


LFD 
COMMENT 


Elimination  of  Internal  Quality  Assurance  Manager  -  Elimination  of  the  internal  quality 
assurance  manager  would  eliminate  the  entire  function  of  a  dedicated  FTE  to  evaluate  agency 
practices.  The  department  would  then  rely  on  activities  incidental  to  program  management  and 
operation  for  providing  process  improvements. 


DP  105  -  Pay  Off  the  IRIS  Computer  System  Loan  -  An  increase  of  $16.0  million  general  fund  for  FY  2006  is 
recommended  to  pay  off  the  loan  from  the  Board  of  Investments  used  to  fund  the  Integrated  Revenue  Information 
System  (IRIS),  developed  to  replace  the  Process  Oriented  Integrated  Tax  System  (POINTS).  As  a  result  of  repaying  the 
loan,  the  department  would  be  reducing  approximately  $3.0  million  per  year  in  payments  for  the  next  5.5  years.  The 
reduction  of  these  payments  would  eliminate  the  assessment  against  personal  income  tax  revenue  and  would  restore  $3.0 
million  revenue  to  the  general  fund  each  year.  The  executive  recommends  the  legislature  designate  the  appropriation  for 
this  purpose  as  one-time-only. 


LFD 
ISSUE 


Impacts  on  Montana  Law  -  If  the  legislature  approves  this  request  to  pay  off  the  loan  for  developing 
IRIS,  15,1-501(5),  MCA,  would  need  to  be  amended  to  eliminate  the  requirement  to  deposit  the 
administrative  assessment  proceeds,  and  15-1-141,  MCA  would  no  longer  be  needed  to  make  the 
administrative  assessment  that  funds  debt  service  on  the  loan  used  to  fund  IRIS  development  in  the  2005 
biennium.  The  executive  is  proposing  legislation  to  amend  15-1-501,  MCA,  but  because  of  the  timing,  legislation  is  not 
included  in  the  list  of  pre-introduced  legislation,  so  no  legislation  number  is  available  for  reference. 


DP  1 06  -  Replace  the  Remainder  of  the  POINTS  System  -  An  increase  of  $4.0  million  general  fund  for  biennium  is 
recommended  to  shut  down  the  POINTS  system.  This  funding  would  allow  the  department  to  contract  for  the 
implementation  of  the  remaining  tax  types  including:  consumer  counsel,  contractor  gross  receipts,  electrical  energy, 
metal  mines,  nursing  facility  beds,  public  service  regulation,  resource  indemnity,  retail  communication  excise,  wholesale 
energy  transaction,  911,  abandoned  property,  coal  gross  proceeds,  coal  severance,  other  tobacco  products,  telephone 
device  for  the  deaf  (TDD),  and  liquor  (beer,  wine,  and  hard  cider).  The  executive  recommends  the  legislature  designate 
the  appropriation  for  this  purpose  as  one-time-only  and  biennial. 


LFD 
ISSUE 


Contingency  Funding  -  The  Montana  Information  Technology  Act  requires  approval  of  information 
technology  (IT)  purchases  by  the  state's  chief  information  officer  (CIO).  In  approving  purchase  of  IT, 
agencies  are  required  to  submit  an  information  technology  procurement  request  (LTPR)  for  approval  by  the 
CIO.  The  legislature  may  want  to  restrict  the  funding  for  continuation  of  POINTS  replacement  for  that 
purpose  and  consider  making  the  funding  contingent  upon  the  department  submitting  and  obtaining  approval  of  an  ITPR 
for  the  project.  The  CIO  could  certify  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Finance 
Committee  that  an  ITPR  has  been  completed  to  validate  the  contingency  requirement. 
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Language 

The  executive  recommends  the  following  language  for  the  Director's  Office: 

"Any  funds  remaining  from  the  appropriation  authorized  in  Section  1 1(2),  Chapter  597,  Laws  of  2003  are  reappropriated 
to  the  Department  of  Revenue  for  the  2007  biennium  for  the  stated  purpose." 


LFD 

ISSUE 


More  Appropriate  Language  -  Capital  Projects  Fund 

Section  11,  Chapter  597,  Laws  of  2003,  (SB  271)  directed  that  proceeds  of  a  loan  from  the  Board  of 
Investments  to  fund  the  replacement  of  the  Process  Oriented  Integrated  Tax  System  (POINTS)  be 
deposited  in  the  capital  projects  fund.  SB  271  appropriated  up  to  $17  million  of  the  capital  projects  fund 
to  the  Department  of  Administration  (DOA)  for  replacing  POINTS  and  specified  that  no  funds  could  be  expended  after 
June  30,  2005  without  legislative  appropriation.  The  language  appropriation  requested  by  the  executive  would  make 
that  appropriation  of  all  remaining  funds.  In  addition,  the  appropriation  would  be  made  to  the  Department  of  Revenue 
(DOR)  instead  of  the  DOA.  No  concerns  are  raised  with  appropriating  the  remaining  funds  to  DOR  instead  of  DOA. 
Funds  appropriated  in  language  will  not  carry  forward  into  the  base  for  the  2009  budget.  However,  to  make  the 
language  appropriation  more  consistent  with  legislative  policies  for  drafting  HB  2  language,  a  few  style  changes  are 
recommended,  as  is  insertion  of  a  limit  for  the  appropriation.  As  such,  the  following  replacement  language  is 
recommended: 

"Any  funds  remaining,  up  to  $6,100,000,  from  the  appropriation  authorized  in  section  11(2),  Chapter  597,  Laws  of 
2003,  are  reappropriated  to  the  department  for  the  2007  biennium  for  the  stated  purpose." 


"Any  funds  remaining  from  the  appropriation  authorized  in  section  12(1),  Chapter  597,  Laws  of  2003  are  reappropriated 
to  the  Department  of  Revenue  for  the  2007  biennium  for  the  stated  purpose." 


LFD 

issui: 


More  Appropriate  Language  -  Transition  Costs 

Section  12(1),  Chapter  597,  Laws  of  2003.  (SB  271)  appropriated  $2,391,385  general  fund  for  the  2005 
biennium  to  the  Department  of  Revenue  for  expenses  necessary  to  ensure  the  smooth  transition  of  existing 
POINTS  data  and  systems  to  the  replacement  system.  SB  271  directed  the  department  to  replace  all  of  POINTS. 
POINTS  replacement  activities  during  the  2005  biennium  have  only  replaced  a  portion  of  POINTS.  SB  271  further 
restricted  that  no  funds  appropriated  for  the  2005  biennium  may  be  expended  after  June  30,  2005,  unless  appropriated 
by  the  2005  Legislature.  The  executive  has  requested  funding  to  replace  the  remaining  portions  of  POINTS.  The  above 
language  would  fund  transition  expenses  for  the  remaining  POINTS  replacement.  No  concerns  are  raised  with 
appropriating  the  remaining  funds.  Funds  appropriate  in  language  will  not  carry  forward  into  the  base  for  the  2009 
budget.  However,  to  make  the  language  appropriation  more  consistent  with  legislative  policies  for  drafting  HB  2 
language,  a  few  style  changes  are  recommended,  as  is  insertion  of  a  limit  for  the  appropriation.  As  of  the  writing  of  the 
Legislative  Budget  Analysis  2007  Biennium,  $92,463  has  been  expended  from  the  section  12(1)  appropriation.  As  such, 
the  following  replacement  language  is  recommended: 

"Any  funds  remaining,  up  to  $1,600,000,  from  the  appropriation  authorized  in  section  11(2),  Chapter  597,  Laws  of 
2003,  are  reappropriated  to  the  department  for  the  2007  biennium  for  the  stated  purpose." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

31.00 

(2.00) 

0.00 

29.00 

(2.00) 

0.00 

29.00 

29.00 

Personal  Services 
Operating  Expenses 
Equipment 

1,410,743 

1,394,083 

5,688 

142,308 

379,993 

0 

0 
0 
0 

1,553,051 

1,774,076 

5,688 

141,571 

1,019,833 

0 

0 
0 
0 

1,552,314 

2,413,916 

5,688 

3,105,365 

4,187,992 

11,376 

Total  Costs 

$2,810,514 

$522301 

$0 

$3332,815 

$1,161,404 

$0 

$3,971,918 

$7304,733 

General  Fund 
Federal  Special 
Proprietary 

2,530,552 

215,490 

64,472 

733,933 

(215,490) 

3,858 

0 
0 
0 

3,264,485 

0 

68,330 

1,373,036 

(215,490) 

3,858 

0 
0 
0 

3,903,588 

0 

68,330 

7,168,073 

0 

136,660 

Total  Funds 

$2,810,514 

$522301 

$0 

$3332,815 

$1,161,404 

$0 

$3,971,918 

$7304,733 

Program  Description 

The  Information  Technology  Division  provides  data,  application,  and  technology  support  for  department  computer  users. 
The  division  plans,  coordinates,  delivers,  and  controls  information  resources  for  the  department.  The  division  manages 
all  computing  services  provided  to  the  department,  including  integrating  and  managing  desktop,  mid-tier,  and  mainframe 
applications  as  well  as  network  support  services. 

Program  Highlights 


Department  of  Revenue 

Information  Technology  Division 

Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling  $2.1 

million  for  the  biennium  over  the  base  (average  annual  increases  of 

41.6  percent) 

Federal  special  revenue  budget  would  be  completely  eliminated  due  to 

the   movement    of  the   Unemployment    Insurance    tax    collections 

function  to  the  Department  of  Labor  and  Industry 

Significant  budget  increases  for  general  fund  are  for: 

•  IRIS  operating  costs  ($1 .6  million) 

•  Replacement  of  federal  funds  due  to  transferring  the 
Unemployment  Insurance  tax  collection  function  to  the 
Department  of  Labor  and  Industry  ($431,000) 

•  Statewide  present  law  adjustments  ($230,000) 
Statewide  FTE  reduction  would  eliminate  2.00  FTE  by  the  end  of  the 
biennium  and  reduce  general  fund  by  $176,589 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Information  Technology 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
03954  Ui  Administrative  Grants 
06005  Liquor  Division 
Grand  Total 

$  2,530,552             90.0%     $  3,264,485 
215,490              7.7% 
64.472              2.3%            68.330 
$2,810,514           100.0%     $3,332,815 

97.9% 

2.1% 
100.0% 

$3,903,588 

68.330 
$3,971,918 

98.3% 

1.7% 
100.0% 

The  Information  Technology  Division  is  funded  with  general  fund,  federal  special  revenue,  and  proprietary  funds.  For 
the  2005  biennium,  the  federal  special  revenue  funding  comes  from  reimbursements  for  administering  unemployment 
insurance  taxes.  The  proprietary  funding  is  from  a  direct  appropriation  of  Liquor  Division  proprietary  fund  and  is  for  the 
Liquor  Division  share  of  Information  Technology  Program  support  costs.  The  allocation  is  based  on  FTE  counts. 
Liquor  Division  proprietary  funds  are  an  indirect  use  of  general  fund  since  net  liquor  revenues,  after  operating  costs  are 
deducted,  are  deposited  in  the  general  fund.  With  the  transfer  of  the  unemployment  insurance  collections  function  to  the 
Department  of  Labor  and  Industry,  the  federal  unemployment  insurance  funds  will  no  longer  be  available  for  program 
funding  in  the  2007  biennium  and  the  executive  seeks  replacement  with  general  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                 Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

299,120 

(68,395) 

(1,813) 

(109,859) 

298,095 

(68,352) 

(1,807) 

(109,774) 

Total  Statewide  Present  Law  Adjustments 

$119,053 

$118,162 

DP  201  -  Replacement  of  Federal  Funds-  UI  Transfer 
0.00             215,490 

DP  202  -  IRIS  Operating  Costs 

0.00             491,665 

DP  203  -  Statewide  FTE  Reduction 

0 
0 

(215,490) 
0 

0 
491,665 

0.00 
0.00 

215,490 
1,131,414 

0 
0 

(215,490) 
0 

0 
1,131.414 

(2.00)            (88,417) 

0 

0 

(88,417) 

(2.00) 

(88,172) 

0 

0 

(88,172) 

Total  Other  Present  Law  Adjustments 

(2.00)           $618,738 

$0 

($215,490) 

$403,248 

(2.00) 

$1,258,732 

$0 

($215,490) 

$1,043,242 

Grand  Total  All  Present  Law  Adjustments 

$522,301 

SI.IM.4n4 

I.I- 1) 

COM M KM 


FY  2004  Vacancy  Rate 

The  statewide  adjustment  for  personal  services  includes  an  increase  to  adjust  base  expenditures  for  a 
24.6  percent  vacancy  rate  of  division  staff.  The  high  vacancy  rate  was  the  result  of  two  major  factors: 

Inability  to  attract  and  hire  qualified  applicants  for  vacant  positions 

Management  intentionally  delaying  hiring  replacement  staff  due  to  uncertainties  with  resource  needs  that  would 

result  after  POINTS  is  fully  replaced. 


Department  Of  Revenue 


A-155 


Information  Technology 


Department  Of  Revenue 02-Information  Technology 

DP  201  -  Replacement  of  Federal  Funds  -  UI  Transfer  -  Due  to  the  transfer  of  unemployment  insurance  tax  collection 
function  to  the  Department  of  Labor  and  Industry  and  the  associated  loss  of  federal  funds  previously  used  to  fund  a 
portion  of  department  administrative  costs,  the  executive  requests  a  reduction  of  $430,980  federal  special  revenue  and  an 
increase  of  $430,980  general  fund  for  the  biennium  to  replace  the  lost  federal  funds. 

DP  202  -  IRIS  Operating  Costs  -  The  Integrated  Revenue  Information  System  (IRIS)  was  not  in  place  during  the  base 
year.  An  increase  of  $1.6  million  general  fund  for  the  biennium  is  requested  to  fund  on-going  operating  costs  for  IRIS. 
Funding  would  be  used  to  pay  statewide  computer  network  service  costs,  vendor  maintenance  and  support  costs,  and 
additional  printing  and  mailing  costs  of  account  receivable  statements  mailed  monthly  with  the  new  system. 


LID 
COMMENT 


IRIS  Operating  Costs  -  Costs  included  in  the  IRIS  operating  cost  request  are  the  net  result  of 
reductions  for  costs  associated  with  current  POINTS  applications  and  increases  for  current  and 
future  IRIS  costs.  Service  level  agreements  for  costs  impacting  state  computer  systems  and 
networks  were  based  on  expected  usage.  Vendor  costs  are  current  costs  for  implemented  portions  of 
IRIS  and  based  on  vendor  quotations  for  future  portions  of  IRIS  that  are  either  in  development  or  are  included  in  budget 
requests.  Future  costs  would  be  expected  to  increase  in  the  2009  biennium  because  base  expenditures  for  the  2009 
biennium  would  not  reflect  full  implementation  of  IRIS. 


DP  203  -  Statewide  FTE  Reduction  -  A  reduction  of  $176,589  general  fund  for  the  biennium  is  requested  to  permanently 
eliminate  2.00  FTE  from  the  program.  The  reduction  continues  the  additional  1 .6  percent  vacancy  savings  on  general 
fund  positions  imposed  on  the  department  by  the  2003  Legislature  as  a  budget  balancing  measure.  The  positions  that 
would  be  eliminated  for  this  reduction  are  for  computer  programmer  analysts. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-0" 

FTE 

37.50 

(1.00) 

0.00 

36.50 

(100) 

0.00 

36.50 

36.50 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

1,582,022 

471,967 

57,121 

0 

98,850 

16,323 

0 

0 

0 
0 
0 
0 

1,680,872 

488,290 

57,121 

0 

98,046 

14,555 

0 

0 

0 
0 
0 
0 

1,680,068 

486,522 

57,121 

0 

3,360,940 

974,812 

114,242 

0 

Total  Costs 

$2,111,110 

$115,173 

$0 

$2,226,283 

$112,601 

$0 

$2,223,711 

$4,449,994 

General  Fund 
Federal  Special 
Proprietary 

862,809 

106,677 

1,141,624 

128,332 

(106,677) 

93,518 

0 
0 
0 

991,141 

0 

1,235,142 

127,015 

(106,677) 

92,263 

0 
0 
0 

989,824 

0 

1,233,887 

1,980,965 

0 

2,469,029 

Total  Funds 

$2,111,110 

$115,173 

$0 

$2,226,283 

$112,601 

$0 

$2,223,711 

$4,449,994 

Program  Description 

The  Resource  Management  Program  provides  service  and  support  to  the  department  by  integrating  the  human  resources, 
payroll  and  benefits,  accounting,  facilities  management,  and  training  and  education  functions  of  the  department.  The 
Liquor  Distribution  Unit  is  managed  in  this  program. 

Program  Highlights 


Department  of  Revenue 

Resource  Management  Division 

Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling 

about  $255,000  for  the  biennium  over  the  base  (average  annual 

increases  of  14.8  percent) 

Federal  special  revenue  budget  would  be  completely  eliminated  due  to 

the    movement    of  the   Unemployment    Insurance   tax    collections 

function  to  the  Department  of  Labor  and  Industry 

Proprietary  fund  budget  increases  through  adjustments  totaling  nearly 

$186,000  million  for  the  biennium  over  the  base  (average  annual 

increases  of  8  percent)  due  to  statewide  present  law  adjustments 

Significant  budget  increases  for  general  fund  are  for: 

•  Replacement  of  federal  funds  due  to  transferring  the 
Unemployment  Insurance  tax  collection  function  to  the 
Department  of  Labor  and  Industry  ($213,000) 

•  Statewide  present  law  adjustment  ($169,000) 
Statewide  FTE  reduction  would  eliminate  1 .00  FTE  by  the  end  of  the 
biennium  and  reduce  general  fund  by  $127,469 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 

the  Governor. 


Program  Funding  Table 
Resource  Management 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 

FY  2007 


01 100  General  Fund 
03954  Ui  Administrative  Grants 
06005  Liquor  Division 
Grand  Total 


$    862,809 

106,677 

1.141.624 

$2,111,110 


40.9%  $    991,141 
5.1% 

54.1%  1.235.142 

100.0%  $2,226,283 


44.5%    $    989,824 


55.5% 
100.0% 


1.233.887 

$2,223,711 


44.5% 

55.5% 
100.0% 


The  Resource  Management  Program  is  funded  by  the  general  fund,  federal  special  revenue,  and  proprietary  funds.  The 
proprietary  funding  is  from  a  direct  appropriation  of  Liquor  Division  proprietary  fund  and  is  for  the  Liquor  Division 
share  of  Resource  Management  Program  support  costs.  The  allocation  is  based  on  FTE  counts.  Liquor  Division 
proprietary  funds  are  an  indirect  use  of  general  fund  since  net  liquor  revenues,  after  operating  costs  are  deducted,  are 
deposited  in  the  general  fund.  The  federal  special  revenue  funding  comes  from  reimbursements  for  administering 
unemployment  insurance  taxes.  With  the  transfer  of  the  unemployment  insurance  collections  function  to  the  Department 
of  Labor  and  Industry,  the  federal  unemployment  insurance  funds  will  no  longer  be  available  for  program  funding  in  the 
2007  biennium. 

The  Liquor  Distribution  Unit  is  funded  with  a  direct  appropriation  of  Liquor  Division  proprietary  fund.  Net  revenues 
from  liquor  sales  are  transferred  to  the  general  fund  once  operating  costs  are  deducted  from  gross  revenues. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

235,351 

(72,694) 

1,188 

15,135 

234,323 

(72,655) 

(592) 

15,147 

Total  Statewide  Present  Law  Adjustments 

$178,980 

$176,223 

DP  501  -  Replacement  of  Federal  Funds  -  UI  Transfer 

0.00            106,677 
DP  505  -  Statewide  FTE  Reduction 

(1.00)            (63,807) 

0 
0 

(106,677) 
0 

0 
(63,807) 

0.00 
(1.00) 

106,677 
(63,622) 

0 
0 

(106,677) 
0 

0 
(63,622) 

Total  Other  Present  Law  Adjustments 

(1.00)            $42,870 

$0 

($106,677) 

($63,807) 

(1.00) 

$43,055 

$0 

($106,677) 

($63,622) 

Grand  Total  All  Present  Law  Adjustments 

$115,173 

$112,601 

DP  501  -  Replacement  of  Federal  Funds  -  UI  Transfer  -  Due  to  the  transfer  of  unemployment  insurance  collections 
function  to  the  Department  of  Labor  and  Industry  and  the  associated  loss  of  federal  funds  previously  used  to  fund  a 
portion  of  department  administrative  costs,  the  executive  requests  a  reduction  of  $213,354  federal  special  revenue  and  an 
increase  of  $213,354  general  fund  for  the  biennium  to  replace  the  lost  federal  funds. 
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DP  505  -  Statewide  FTE  Reduction  -  A  reduction  of  $127,429  general  fund  for  the  biennium  is  requested  to  permanently 
eliminate  1 .00  FTE  from  the  program.  The  reduction  continues  the  additional  1 .6  percent  vacancy  savings  on  general 
fund  positions  imposed  on  the  department  by  the  2003  Legislature  as  a  budget  balancing  measure.  The  program  would 
eliminate  a  bureau  chief  position. 

Language 

The  executive  recommends  the  following  language  for  the  Resource  Management  Division: 

"Liquor  division  proprietary  funds  necessary  to  maintain  adequate  inventories,  pay  freight  charges,  and  transfer  profit 
and  taxes  to  appropriate  accounts  are  appropriated  from  the  liquor  enterprise  fund  (06005)  to  the  department  in  amounts 
not  to  exceed  $78,766,985  in  fiscal  year  2006  and  $83,497,337  in  fiscal  year  2007." 

"In  the  event  the  department  is  unable  to  meet  statutory  service  levels  because  of  the  increase  in  demand  for  liquor 
products,  the  department  may  hire  additional  temporary  employees  or  pay  overtime,  whichever  is  determined  to  be  the 
more  cost-effective,  to  maintain  required  service  levels  to  stores.  In  fiscal  year  2006  and  in  fiscal  year  2007,  the 
department  is  appropriated  not  more  than  $40,000  each  year  for  additional  costs  from  the  liquor  enterprise  fund  (06005) 
to  meet  the  service  level  requirements." 

"In  the  liquor  division,  upon  a  termination  that  requires  a  payout  of  accrued  leave  balances,  liquor  division  proprietary 
funds  are  appropriated  from  the  liquor  enterprise  fund  (06005)  to  the  department  in  the  amount  equal  to  the  payout  of  the 
accrued  leave  balances,  not  to  exceed  $30,000  for  each  of  fiscal  years  2006  and  2007." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

108.25 

(1.00) 

O.OO 

107.25 

(1.00) 

0.00 

107.25 

107.25 

Personal  Services 
Operating  Expenses 
Equipment 

3,933,401 

2,354,053 

18,162 

(441,850) 

(55,418) 

0 

0 
0 
0 

3,491,551 

2,298,635 

18,162 

(361,351) 

(57,940) 
0 

0 
0 
0 

3,572,050 

2,296,113 

18,162 

7,063,601 

4,594,748 

36,324 

Total  Costs 

$6305,616 

($497,268) 

$0 

$5,808,348 

($419,291) 

$0 

$5,886,325 

$11,694,673 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

4,511,183 
359,397 
667,516 
767,520 

(1,301) 

62,044 

(575,116) 

17,105 

0 
0 
0 
0 

4,509,882 

421,441 

92,400 

784,625 

70,782 

67,938 

(575,116) 

17,105 

0 
0 
0 
0 

4,581,965 

427,335 

92,400 

784,625 

9,091,847 
848,776 
184,800 

1,569,250 

Total  Funds 

$6305,616 

($497,268) 

$0 

$5,808348 

($419,291) 

$0 

$5,886,325 

$11,694,673 

Program  Description 

The  Customer  Service  Center  combines  the  document  and  information  processing,  accounts  receivable  and  collections, 
and  customer  intake  processes  into  a  single  business  unit  designed  to  collect  revenue,  process  documents,  provide 
taxpayer  information,  and  process  liquor  licenses  for  the  department  and  agency  partners.  The  center  is  responsible  for 
electronic  commerce,  document  capture,  remittance  processing,  records  management,  direct  deposit  of  cash  receipts  and 
revenue,  and  mail  distribution.  The  center  provides  a  single  point  of  contact  for  debtors  and  is  responsible  for  delinquent 
account  collection  and  enforcement  activities. 


Program  Highlights 


Department  of  Revenue 
Customer  Service  Center 
Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling 
$69,500  for  the  biennium  over  the  base  (average  annual  increases  of 
less  than  1  percent) 

•     Significant  budget   increases  for  general   fund  are  for 

replacement   of  federal   funds   due  to   transferring  the 

Unemployment  Insurance  tax  collection  function  to  the 

Department  of  Labor  and  Industry  ($378,000) 

Federal  special  revenue  budget  would  decrease  by  nearly  $1.2  million 

for  the  biennium  from  the  base  (average  annual  reductions  of  86 

percent)  due  to  the  movement  of  the  Unemployment  Insurance  tax 

collections  function  to  the  Department  of  Labor  and  Industry 

Statewide  FTE  reduction  would  eliminate  1 .00  FTE  by  the  end  of  the 

biennium  and  reduce  general  fund  by  $55,000 


Major  LFD  Issues 


Reduction  in  seasonal  returns  processing  staff  could  impact  state 
revenues  due  to  delays  in  processing  tax  returns 


Department  Of  Revenue 


A- 160 


Customer  Service  Center 


Department  Of  Revenue 


06-Customer  Service  Center 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Customer  Service  Center 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$4,511,183 

71.5% 

$4,509,882 

77.6% 

$4,581,965 

77.8% 

02025  Unclaimed  Property 

162,446 

2.6% 

167,319 

2.9% 

172,339 

2.9% 

02088  One-Stop  And  New  Hire  Admin. 

164,500 

2.6% 

225,000 

3.9% 

225,000 

3.8% 

021 10  Accommodation  Tax  Admin 

27,451 

0.4% 

29,122 

0.5% 

29,996 

0.5% 

02396  Sb354-Restaurnat  Beer  &  Wine 

5,000 

0.1% 

- 

- 

. 

- 

03680  New  Hire  Admin  (Federal  Share) 

92,400 

1.5% 

92,400 

1.6% 

92,400 

1.6% 

03954  Ui  Administrative  Grants 

575,116 

9.1% 

- 

- 

- 

. 

06005  Liquor  Division 

767.520 

12.2% 

784,625 

13.5% 

784,625 

13.3% 

Grand  Total 

S  6,305,6 16 

100.0% 

$  5,808,348 

100.0% 

$  5,886,325 

100.0% 

The  Customer  Service  Center  is  funded  with  general  fund,  state  and  federal  special  revenue,  and  proprietary  funds. 
Liquor  Division  proprietary  funds  are  for  the  Liquor  Division  share  of  Customer  Service  Center  support  costs.  The 
allocation  is  based  on  FTE  counts.  Liquor  Division  proprietary  funds  are  an  indirect  use  of  general  fund  since  net  liquor 
revenues,  after  operating  costs  are  deducted,  are  deposited  in  the  general  fund. 

The  delinquent  account  collection  and  enforcement  activities  are  funded  with  internal  service  proprietary  funds  and  are 
not  included  in  the  budget  tables  for  the  program.  The  proprietary  section  of  this  program  discusses  funding  for  the 
delinquent  account  collection  and  enforcement  activities,  and  the  rate  requested  to  finance  this  internal  service  funded 
portion  of  the  program. 

For  the  2005  biennium,  federal  special  revenue  comes  from  federal  unemployment  insurance  funds.  With  the  transfer  of 
the  unemployment  insurance  collections  function  to  the  Department  of  Labor  and  Industry  (DOLI),  the  federal 
unemployment  insurance  funds  will  no  longer  be  available  for  program  funding  in  the  2007  biennium. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

] 

-iscal  2007   —   - 

General 
FTE                  Fund 

Slate 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(99,040) 

(153,381) 

(40,999) 

36,657 

(104,573) 

(153,153) 

(40,996) 

34,132 

Total  Statewide  Present  Law  Adjustments 

($256,763) 

($264,590) 

DP  601  -  Replacement  of  Federal  Funds  -  UI  Transfer 
0.00             188,878 

DP  602  -  Statewide  FTE  Reduction 

(1.00)            (27,537) 

DP  603  -  Reductions  in  Seasonal  Returns  Processing  Staff 
0.00           (161,892) 

0 
0 
0 

(239,954) 
0 
0 

(51,076) 

(27,537) 

(161,892) 

0.00 

(100) 

0.00 

188,878 
(27,467) 
(76,158) 

0 
0 
0 

(239,954) 
0 
0 

(51,076) 
(27,467) 
(76,158) 

Total  Other  Present  Law  Adjustments 

(1.00)                ($551) 

$0 

($239,954) 

($240,505) 

(1.00) 

$85,253 

$0 

($239,954) 

($154,701) 

Grand  Total  All  Present  Law  Adjustments 

($497,268) 

($419,291) 

LFD 
COMMENT 


Statewide  Personal  Services  Adjustment 

The  statewide  adjustment  for  personal  services  shows  a  decrease  from  the  base.  The  decrease  is  due  to 
moving  10.00  FTE  from  the  program  to  the  DOLI  when  the  unemployment  insurance  (UI)  collection 
function  was  transferred  as  directed  by  SB  271  of  the  2003  Legislature.  The  base  includes  expenditures  for  the  FTE  who 
were  moved  at  the  beginning  of  FY  2005.  Because  the  positions  were  funded  with  federal  UI  funds,  the  adjustment 
reduces  federal  funds  by  $670,000  for  the  biennium  without  a  corresponding  increase  in  general  fund. 


DP  601  -  Replacement  of  Federal  Funds  -  UI  Transfer  -  Due  to  the  transfer  of  unemployment  insurance  collections 
function  back  to  the  Department  of  Labor  and  Industry  and  the  associated  loss  of  federal  funds  previously  used  to  fund  a 
portion  of  department  administrative  costs,  the  executive  requests  a  reduction  of  $479,908  federal  special  revenue  and  an 
increase  of  $377,756  general  fund  for  the  biennium  to  replace  part  of  the  lost  federal  funds.  The  net  impact  from  this 
adjustment  is  a  $102,152  total  fund  reduction  for  the  biennium  due  to  the  need  for  less  operating  expenses  such  as 
personal  computer  equipment,  telephone  equipment,  and  office  supplies. 

DP  602  -  Statewide  FTE  Reduction  -  A  reduction  of  $55,004  general  fund  for  the  biennium  is  requested  to  permanently 
eliminate  1.00  FTE  from  the  program.  The  reduction  continues  the  additional  1.6  percent  vacancy  savings  on  general 
fund  positions  imposed  on  the  department  by  the  2003  Legislature  as  a  budget  balancing  measure.  The  position  that 
would  be  eliminated  for  this  reduction  is  for  a  grade  9,  collections  technician. 


LFD 
ISSUE 


Impact  of  FTE  Reduction 

The  collections  technician  eliminated  in  the  adjustment  provides  skip  tracing,  updates  to  customer 
accounts,  and  other  collections  related  duties  for  the  department.   With  the  elimination  of  the  position,  a 

lower  volume  of  collections  would  be  processed  and  collections  of  state  funds  could  be  impacted.  Average  collections 

for  collections  clerks  are  about  $460,000  per  year  per  FTE. 


DP  603  -  Reductions  in  Seasonal  Returns  Processing  Staff  -  A  reduction  of  $238,050  general  fund  for  the  biennium  is 
recommended  to  reduce  personal  services  funding  for  seasonal  help  in  the  program.  The  reduction  eliminates  all  funding 
for  seasonal  staffing  and  would  require  the  program  to  use  existing  staff  to  process  returns  during  peak  times. 
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issui: 


Impact  on  State  Revenues 

The  Customer  Service  Center  processes  all  documents  and  collections  for  the  department.  Processing 
individual  income  tax  returns  of  state  taxpayers  produces  a  huge  spike  in  the  volume  of  work  for  the  center. 
Statutory  deadlines  associated  with  state  and  federal  income  tax  policies,  as  well  as  human  behavior  control  the  timing  of 
the  individual  income  tax  processing  workload  of  the  center.  Processing  of  individual  income  tax  returns  occur  in 
addition  to  processing  for  all  other  state  taxes  and  revenues.  Historical  workload  patterns  have  shown  that  the  volume  of 
tax  returns  processed  by  the  center  gradually  increase  from  the  middle  of  January  through  the  end  of  June,  with  the  peak 
period  between  April  15  and  May  6.  During  the  January  to  June  period,  the  equivalent  of  61  people  are  added  to  the  staff 
of  the  Customer  Service  Center  for  an  average  of  13.8  weeks  to  process  the  increased  workload  of  the  center.  Even  with 
the  additional  temporary  staff,  the  center  historically  builds  backlogs  in  processing  tax  collection  payments  (all  types  of 
taxes)  that  have  historically  grown  to  nearly  35,000  taxpayer  payments  that  have  not  being  fully  processed  the  day  they 
were  received. 


The  Customer  Service  Center  operates  to  the  following  goals: 

•  Deposit  all  funds  into  the  bank  as  quickly  as  possible 

•  Pay  no  interest  on  taxpayers  refunds 

To  meet  these  goals,  the  center  cannot  simply  remove  and  immediately  deposit  all  funds  from  tax  return  envelopes  as 
they  are  received,  but  must  maintain  a  process  to  account  for  the  payments  received  and  credit  the  payments  to  the  proper 
taxpayers.  As  such,  a  process  has  been  established  that  uses  a  combination  of  human  intervention  and  automation.  The 
processes  established  to  accomplish  these  goals  starts  with  a  sorting  of  documents  by  directing  taxpayers  to  send  returns 
to  separate  post  office  boxes  depending  upon  the  type  of  tax  transaction  -  individual  income  tax  returns  with  tax 
payments  enclosed  are  sent  to  a  different  post  office  box  than  individual  income  tax  returns  requesting  a  refund.  The 
contents  for  each  post  office  box  are  segregated  and  processed  differently  when  received  in  the  center.  For  returns  with 
payments  enclosed,  the  envelopes  are  opened  and  the  contents  are  removed.  If  a  payment  coupon  is  enclosed,  an 
automated  reader  scans  the  check  and  coupon  and  the  scanned  data  is  transferred  to  the  tax  administration  system 
(currently  POINTS),  the  daily  bank  deposit  and  deposit  report,  and  the  state  accounting  system  via  a  daily  batch  process. 
If  a  payment  coupon  is  not  enclosed,  the  payment  is  removed  from  the  automated  process  and  a  coupon  is  created  prior 
to  returning  to  the  same  automated  process  mentioned  above.  If  the  automated  scanning  equipment  fails  to  read  a  check 
or  payment  coupon,  it  is  removed  from  the  current  batch  and  processed  manually. 

Backlogs  can  occur  when  the  volume  of  tax  returns  received  exceeds  the  capacity  of  the  equipment  used  to  process  the 
return,  or  when  the  staffing  levels  are  insufficient  to  process  all  tax  returns  received  in  that  day  by  both  manual  and 
automated  processes.  Processing  of  tax  documents  is  prioritized  to  attain  the  stated  goals.  As  such,  transactions  that  do 
not  include  tax  payments  or  require  a  refund  are  processed,  as  resources  are  available. 

The  adjustment  to  reduce  funding  for  seasonal  return  processing  staff  could  lead  to  larger  backlogs  than  were  seen  in  the 
past  and  could  delay  depositing  funds  in  the  bank,  which  could  result  in  reduced  revenue  from  interest.  In  FY  2004  from 
April  15  through  May  6,  the  center  processed  $163  million  in  revenues  from  all  taxes.  Even  with  seasonal  staff, 
backlogs  have  resulted  in  an  estimated  $88,600  in  lost  interest  revenues  to  the  general  fund  in  FY  2004.  In  FY  2004,  no 
interest  was  paid  to  taxpayers  for  refunds  made  after  the  45-day  statutory  deadline. 
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However,  without  the  seasonal  staff,  backlogs  are  likely  to  impact  refund  processing  to  the  point  where  the 
45-day  deadline  is  exceeded  and  interest  is  paid  to  taxpayers  for  untimely  processing  of  refunds.  Without 
the  seasonal  staff  the  backlogs  would  be  higher  and  the  corresponding  lost  interest  revenue  to  the  general 
fund  would  be  higher.  Without  the  seasonal  staff,  an  estimated  $245,450  would  result  in  combined 
interest  paid  to  taxpayers  and  lost  revenue  to  the  general  fund. 


LFD 
ISSUE 

COM. 


The  adjustment  would  result  in  an  estimated  $313,700  increase  in  lost  income  to  the  general  fund  for  the  2007  biennium, 
with  a  savings  of  $238,050,  a  net  loss  to  the  state. 

The  legislature  may  want  to  request  that  the  executive  identify  how  the  reduction  of  seasonal  return  processing  staff 
would  impact  bank  deposits  and  interest  revenues  to  the  state. 

The  legislature  may  also  want  to  request  that  the  executive  discuss  how  funding  additional  seasonal  staff  would  impact 
tax  processing  backlogs  and  net  revenues  to  the  state. 


LFD 
ISSUE 


Revenue  Trending  Impact 

Historically,  the  Customer  Service  Center  process  tax  returns  according  to  the  process  described  above. 
Tax  returns  with  payment  are  processed  as  a  priority  and  payments  are  deposited  into  the  bank  and 
transactions  are  processed  to  record  state  revenues  the  day  they  are  received,  except  when  the  above 
discussed  backlogs  delay  processing.  However,  final  allocation  of  the  revenues  is  typically  delayed  during  peak 
processing  seasons  until  higher  priority  transactions  are  processed  and  resources  are  available.  The  allocation  of 
revenues  to  the  specific  revenue  sources  has  experienced  delays,  which  have  impacted  trending  of  revenue  collections 
by  revenue  source  and  regular  monitoring  of  revenues  against  revenue  estimates.  The  adjustment  to  eliminate  funding 
for  seasonal  processing  staff  could  lengthen  the  delays  and  could  compound  their  impacts  on  revenue  monitoring 
processes. 

The  legislature  may  want  to  request  that  the  executive  identify  how  the  reduction  of  seasonal  return  processing  staff 
would  impact  recording  revenues  and  allocating  the  revenues  to  the  appropriate  revenue  collection  accounts  used  in 
trending  and  monitoring  revenue  collections  and  validating  revenue  estimate  assumptions. 


Language 

The  executive  recommends  the  following  language  for  the  Customer  Service  Division: 

"The  Department  of  Revenue  is  appropriated  up  to  $475,000  of  general  fund  for  the  2007  biennium.  Funds  are  restricted 
for  the  payment  of  commission  expenses  charged  by  the  bad  debt  collection  agency." 

Proprietary  Rates 

Proprietary  Program  Description 

The  Customer  Services  Center  provides  the  collection  services  function  that  collects  debt  associated  with  delinquent 
accounts.  The  collection  services  function  serves  all  state  agencies  and  is  funded  through  a  service  charge  for  collecting 
on  delinquent  accounts. 

Proprietary  Revenues  and  Expenses 

The  department  charges  a  10  percent  commission  to  provide  collection  services  on  delinquent  accounts.  The  center 
collects  the  largest  amount  of  revenues  on  delinquent  accounts  through  offsets  of  individual  income  tax  refunds  and 
through  offsets  of  refunds  made  by  the  Department  of  Fish,  Wildlife  &  Parks  after  a  permit  applicant  is  unsuccessful  in 
drawing  a  hunting  permit.  The  timing  of  these  two  major  collection  sources  necessitates  the  center  maintaining  a  9- 
month  working  capital  balance  to  fund  expenses  throughout  the  year.  These  funds  are  used  to  pay  the  expenses  of  the 
center,  including  3.50  FTE.    Personal  services  costs  account  for  approximately  74.0  percent  of  program  costs.    The 
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remaining  costs  are  related  to  rent,  computer  access  and  processing,  and  a  percentage  of  the  statewide  fixed  costs 
allocated  to  this  function. 


2007  Biennium  Report 

on  Internal  Service  and  Enterprise 

Funds 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6554         CSD  Collection  Services           5801 

Agency  Name 

Department  of  Revenue 

Program  Name 
Customer  Service  Division 

Actual              Actual 
FY02                 FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Charges  for  Services 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

128,437               123,997 

170,907 

145.000 

145,000 

145,000 

128,437               123,997 

170,907 

145,000 

145,000 

145,000 

128,437               123,997 

96.642                 84,926 
76,150                 22,324 

170,907 

106,866 
37,314 

145,000 

121,996 
24,604 

145,000 

120,053 
39,153 

145,000 

119,740 
39,083 

172,792                107,250 
(44.355)                16,747 

144.180 
26,727 

146,600 
(1,600) 

159,206 
(14,206) 

158.823 
(13,823) 

(44,355)                16,747 
(104,291)             (400,000) 

26,727 

(1.600) 

(14.206) 

(13,823) 

(148,646)             (383,253) 

50.963               485,849 

50,168 
533,364 
634.495               485,849 

26.727 
102,596 

102,596 

(1,600) 
129,323 

129,323 

(14,206) 
127,723 

127,723 

(13,823) 
113,517 

113,517 

485,849                102,596 

129,323 

127.723 

113,517 

99,694 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

28,799                 17,875 

24,030 

24,433 

26,534 

26,471 

The  figure  above  shows  the  historical  and  projected  revenues,  expenses,  and  equity  for  fund  number  06554.  This  report 
shows  that  in  FY  2003,  $400,000  of  excess  fund  balance  was  transferred  out.  The  fund  balance  that  was  transferred  was 
the  result  of  using  a  general  fund  supplemental  appropriation  to  retire  a  general  fund  loan  instead  of  drawing  down  fund 
balance  and  was  done  when  all  but  the  Collection  Services  Program  was  moved  from  proprietary  funding  to  funding  in 
HB  2.  This  transfer  was  done  in  the  August  2002  Special  Session  through  HB  1 3  that  transferred  excess  fund  balance  to 
the  general  fund.  After  this  transfer,  the  balance  of  the  account  was  equivalent  to  16.7  percent  of  FY  2002  expenditures. 
The  report  also  illustrates  the  change  made  during  the  2001  Legislature  to  move  all  of  the  Customer  Service  Center, 
except  the  Collection  Services  Program  from  proprietary  funding  to  HB  2  funding  as  indicated  by  the  stepped  decrease 
in  revenues  and  expenditures  between  FY  2001  and  FY  2002. 
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Structural  Balance  of  Customer  Service  Center  Fund 

The  figure  shows  that  revenues  are  projected  to  remain  constant  from  FY  2005  and  beyond,  but  expenses 
increase  each  year.  As  projected,  the  imbalance  between  revenues  and  expenses  would  lower  the  fund 
balance  to  just  under  $100,000  by  the  end  of  the  2007  biennium.  Since  the  assets  of  the  fund  are  almost  entirely 
comprised  of  cash,  the  fund  balance  is  the  working  capital  balance.  The  working  capital  balance  that  would  remain  at 
the  end  of  the  2007  biennium  would  still  be  adequate  to  meet  current  obligations  for  the  biennium,  but  could  signal  a 
future  cash  problem.  The  legislature  may  wish  to  have  the  executive  explain  how  it  would  address  the  fund  structural 
imbalance  in  the  long-term. 


Proprietary  Rate  Explanation 

The  accounts  receivable  commission  is  currently  10  percent  of  the  amount  of  delinquent  accounts  collected  by  the 
program.  The  executive  does  not  recommend  a  change  in  this  commission  rate  and  requests  continued  approval  of  this 
10  percent  commission  rate  for  the  2007  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  200-7 

Exec.  Budget 
Fiscal  06-07 

FTE 

102.78 

(1.30) 

0.00 

101.48 

(135) 

0.00 

101.43 

101.43 

Personal  Services 
Operating  Expenses 
Equipment 

4,491,320 

981,685 

13,000 

(41,697) 

8,347 

0 

0 
0 
0 

4,449,623 

990,032 

13,000 

(24,270) 

9,086 

0 

0 
0 
0 

4,467,050 

990,771 

13,000 

8,916,673 

1,980,803 

26,000 

Total  Costs 

$5,486,005 

($33,350) 

$0 

$5,452,655 

($15,184) 

$0 

$5,470,821 

$10,923,476 

General  Fund 
State/Other  Special 
Federal  Special 

4,091,878 

142,805 

1,251,322 

1 ,005,076 

7,675 

(1,046,101) 

0 
0 
0 

5,096,954 
1 50,480 
205,221 

1,014,846 

12,190 

(1,042,220) 

0 
0 
0 

5,106,724 
154,995 
209,102 

10,203,678 
305,475 
414,323 

Total  Funds 

$5,486,005 

($33^50) 

$0 

$5,452,655 

($15,184) 

$0 

$5,470,821 

$10,923,476 

Program  Description 

Business  and  Income  Taxes  Division  oversees  audits  and  measures  to  verify  tax-paying  entities  are  complying  with  tax 
laws. 

Program  Highlights 
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Business  and  Income  Taxes  Division 

Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling  $2 
million  for  the  biennium  over  the  base  (average  annual  increases  of 
24.7  percent) 

Federal  special  revenue  budget  would  decrease  by  $2.1  million  for  the 
biennium  (average  annual  reductions  of  83  percent  from  the  base)  due 
primarily  to  the  movement  of  the  Unemployment  Insurance  tax 
collections  function  to  the  Department  of  Labor  and  Industry 
Significant  budget  increases  for  general  fund  are  for: 

•  Statewide  present  law  adjustments  ($2  million) 

•  Replacement  of  federal  funds  due  to  transferring  the 
Unemployment  Insurance  tax  collection  function  to  the 
Department  of  Labor  and  Industry  ($  1 35,000) 

Statewide  FTE  reduction  would  eliminate  1 .35  FTE  by  the  end  of  the 
biennium  and  reduce  general  fund  by  $97,000 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 
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Program  Funding  Table 
Business  And  Income  Taxe 

Program  Funding 

Base 
FY  2004 

%  of  Base 
FY  2004 

Budget 
FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
021 10  Accommodation  Tax  Admin 
02432  Oil  &  Gas  Era 
03928  Royalty  Audit  -  Nrct 
03954  Ui  Administrative  Grants 
Grand  Total 

$4,091,878 

109,804 

33,001 

177,380 

1.073.942 

$  5,486,005 

74.6% 
2.0% 
0.6% 
3.2% 

19.6% 
100.0% 

$  5,096,954 

116,490 

33,990 

205,221 

93.5% 
2.1% 
0.6% 
3.8% 

$  5,106,724 

119,985 

35,010 

209,102 

93.3% 
2.2% 
0.6% 
3.8% 

$  5,452,655 

100.0% 

$5,470,821 

100.0% 

The  Business  and  Income  Taxes  Division  is  funded  with  general  fund,  state  special  revenue,  and  federal  special  revenue. 
State  special  revenue  comes  from  the  oil  and  gas  tax  revenues.  For  the  2005  biennium,  the  federal  special  revenue 
funding  comes  from  reimbursements  for  administering  unemployment  insurance  taxes  and  from  reimbursements  for 
performing  mineral  royalty  audits.  With  the  transfer  of  the  unemployment  insurance  collections  function  to  the 
Department  of  Labor  and  Industry  (DOLI),  the  federal  unemployment  insurance  funds  will  no  longer  be  available  for 
program  funding  in  the  2007  biennium. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 




General 
Fund 

Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

213,162 

(188,181) 

(12,280) 

173,237 

$185,938 

67,528 

0 

(249,919) 

(182,391) 

0 

0 

30,520 

30,520 

(49,251) 

0 

0 

(49,251) 

$18,277 

SO 

($219,399) 

($201,122) 

($15,184) 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  701  -  Replacement  of  Federal  Funds  -  UI  Transfer 

0.00  67,528  0 

DP  702  -  Funding  Federal  Royalty  Costs  at  FY  2004  Level 

0.00  0  0 

DP  703  -  Statewide  FTE  Reduction 

(1.30)  (47,954)  0 

Total  Other  Present  Law  Adjustments 

(1-30)  $19374  $0        ($219399) 


(249,919) 

30,520 

0 


Grand  Total  All  Present  Law  Adjustments 


193,649 

(187,392) 

(12,397) 

172,615 

$166,475 


(182,391) 

30,520 

(47,954) 

($199325) 

($33,350) 


0.00 

0.00 

(1.35) 

(1.35) 


LID 
COMMENT 


Statewide  Personal  Services  Adjustment 

The  statewide  adjustment  for  personal  services  shows  a  decrease  from  the  base.  The  decrease  is  due  to 
moving  19.00  FTE  from  the  program  to  the  DOLI  when  the  unemployment  insurance  (UI)  collection 

function  was  transferred  as  directed  by  SB  271  of  the  2003  Legislature.  The  base  includes  expenditures  for  the  FTE  who 

were  moved  at  the  beginning  of  FY  2005.  The  adjustment  adjusts  base  funding  for  the  positions  for  the  2007  biennium. 

Because  the  positions  were  funded  with  federal  UI  funds,  the  adjustment  reduces  federal  funds  by  $1.7  million  for  the 

biennium  without  a  corresponding  increase  in  general  fund. 
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DP  701  -  Replacement  of  Federal  Funds  -  UI  Transfer  -  Due  to  the  transfer  of  unemployment  insurance  tax  collection 
function  to  the  Department  of  Labor  and  Industry  and  the  associated  loss  of  federal  funds  previously  used  to  fund  a 
portion  of  department  administrative  costs,  the  executive  requests  a  reduction  of  $499,838  federal  special  revenue  and  an 
increase  of  $135,056  general  fund  for  the  biennium  to  replace  part  of  the  lost  federal  funds.  The  net  impact  from  this 
adjustment  is  a  $364,782  total  fund  reduction  for  the  biennium. 

DP  702  -  Funding  Federal  Royalty  Costs  at  FY  2004  Level  -  An  increase  of  $61,040  federal  special  revenue  for  the 
biennium  is  requested  for  operating  costs  associated  with  the  Federal  Royalty  Audit  Program.  Base  funding  for  the  2005 
biennium  was  based  on  FY  2002  program  expenditures.  FY  2002  was  a  year  in  which  hiring  difficulties  led  to  lower 
than  typical  operating  expenditures.  Increases  in  operating  expenses  in  FY  2004,  a  more  typical  year,  were  funded  with 
a  budget  amendment  and  were  removed  from  base  funding  for  the  2007  biennium.  This  request  adjusts  funding  to  the 
level  typically  experienced  by  this  federally  funded  program. 

DP  703  -  Statewide  FTE  Reduction  -  A  reduction  of  $97,205  general  fund  for  the  biennium  is  requested  to  permanently 
eliminate  1 .35  FTE  from  the  program.  The  reduction  continues  the  additional  1 .6  percent  vacancy  savings  on  general 
fund  positions  imposed  on  the  department  by  the  2003  Legislature  as  a  budget  balancing  measure.  The  positions  that 
would  be  eliminated  for  this  reduction  are  tax  examiners. 


LIT) 
ISSUE 


Impact  of  FTE  Reduction 

The  tax  examiners  eliminated  in  the  adjustment  support  state  revenue  collections  through  auditing  tax 
compliance  of  state  taxpayers.  With  the  elimination  of  the  1 .35  FTE,  a  lower  volume  of  taxes  would  be 
audited  and  tax  collections  could  be  impacted.  Average  revenues  generated  by  compliance  activities  are  about  $460,000 
per  year  for  each  compliance  staff  for  an  annual  reduction  of  tax  revenues  of  $598,000  with  the  elimination  of  1 .35  FTE. 

The  legislature  may  wish  to  have  the  department  explain  how  the  savings  from  this  adjustment  affect  revenue 
collections. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

301.00 

(3.15) 

12.00 

309.85 

(3.15) 

12.00 

309.85 

309.85 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

11,641,343 

3,508,757 

15 

2,452 

(335,367) 

457,914 

0 

0 

960,000 

3,150,000 

40,000 

0 

12,265,976 

7,116,671 

40,015 

2,452 

(330,177) 

561,396 

0 

0 

0 

2,750,000 

0 

0 

11,311,166 

6,820,153 

15 

2,452 

23,577,142 

13,936,824 

40,030 

4,904 

Total  Costs 

$15,152^67 

$122347 

$4,150,000 

$19,425,114 

$231,219 

$2,750,000 

$18,133,786 

$37358,900 

General  Fund 
State/Other  Special 
Federal  Special 

15,105,755 

46,812 

0 

119,359 

3,188 

0 

4,150,000 
0 
0 

19,375,114 

50,000 

0 

228,031 

3,188 

0 

2,750,000 
0 
0 

18,083,786 

50,000 

0 

37,458,900 

100,000 

0 

Total  Funds 

$15,152^67 

$122347 

$4,150,000 

$19,425,114 

$231,219 

$2,750,000 

$18,133,786 

$37358,900 

Program  Description 

Property  Assessment  Division  is  responsible  for  the  valuation  and  assessment  of  real  and  personal  property  throughout 
the  state  for  property  tax  purposes.  The  division  is  comprised  of  a  central  office  located  in  Helena  and  six  regions.  There 
is  a  local  Department  of  Revenue  office  located  in  each  of  the  county  seats  within  the  regional  areas. 

Program  Highlights 


Department  of  Revenue 

Property  Assessment  Division 

Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling 
nearly  $7.3  million  for  the  biennium  over  the  base  (average  annual 
increases  of  24  percent)  due  primarily  for: 

•  Development  of  a  new  property  tax  system  ($5.5  million) 

•  Development    of    an    agricultural     and     forest    land 
classification  and  valuation  system  ($1 .4  million) 

•  Increases    in    field    office    rent    payments    to    local 
governments  and  private  landlords  ($777,000) 

Statewide  FTE  reduction  would  eliminate  3.15  FTE  by  the  end  of  the 
biennium  and  reduce  general  fund  by  $287,622 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 
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Program  Funding  Table 

Property  Assessment  Divi 

Base             %  of  Base           Budget 

%  of  Budget           Budget 

%  of  Budget 

Program  Funding 

FY  2004           FY  2004           FY  2006 

FY  2006            FY  2007 

FY  2007 

01 100  General  Fund 

$15,105,755             99.7%     $19,375,114 

99.7%     $  18,083,786 

99.7% 

02320  Property  Value.  Improv.  Fund 

46.812              0.3%              50.000 

0.3%              50.000 

0.3% 

Grand  Total 

$15,152,567            100.0%     $19,425,114 

100.0%     $  18,133,786 

100.0% 

Funding  for  the  Property  Assessment  Division  is  from  general  fund  and  state  special  revenue  in  the  percentages  shown 
on  the  following  figure.  State  special  revenue  is  from  the  property  valuation  improvement  fund  and  is  used  for 
increasing  the  efficiency  of  the  property  appraisal,  assessment,  and  taxation  process  through  improvements  in  technology 
and  administration.  Revenue  deposited  to  the  fund  is  from  a  fee  received  as  reimbursement  for  the  cost  of  developing 
and  maintaining  the  property  valuation  and  assessment  system  database.  The  fee  is  charged  to  persons,  federal  agencies, 
state  agencies,  and  other  entities  requesting  the  database  or  any  part  of  the  database  from  any  department  property 
valuation  and  assessment  system.  The  fee  may  not  be  charged  to  the  Office  of  Budget  and  Program  Planning,  the  State 
Tax  Appeal  Board,  or  any  legislative  agency  or  committee. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

~al  2006 

. 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

285,698 

290,730 

Vacancy  Savings 
In  nation/Deflation 

(477,061) 
(60,246) 

(477,289) 
(58,599) 

Fixed  Costs 

53,424 

51,654 

Total  Statewide  Present  Law  Adjustments 

($198,185) 

($193,504) 

DP  801  -  Field  Office  Rent 

0.00             374,358 

0 

0 

374,358 

0.00 

396,261 

0 

0 

396.261 

DP  802  -  Request  for  Leased  Vehicles 

0.00               90,378 

0 

0 

90,378 

0.00 

172,080 

0 

0 

1 72,080 

DP  803  -  Statewide  FTE  Reduction 

(3.15)          (144,004) 

0 

0 

(144,004) 

(3.15) 

(143,618) 

0 

0 

(143,618) 

Total  Other  Present  Law  Adjustments 

(3.15)           $320,732 

$0 

$0 

$320,732 

(3.15) 

$424,723 

$0 

$0 

$424,723 

Grand  Total  All  Present  Law  Adjustments 

$122,547 

$231,219 

DP  801  -  Field  Office  Rent  -  An  increase  of  $770,619  general  fund  for  the  biennium  is  requested  to  fund  increases  to  rent 
payments  for  office  space  occupied  by  department  personnel  outside  of  Helena.  For  personnel  working  outside  of 
Helena,  the  department  pays  rent  for  county  building  office  space  and  private  office  space  where  county  space  is  not 
available. 
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Field  Office  Rent  Increase 

State  law  allows  a  local  government  to  charge  the  state  for  rent  in  local  government  buildings.  The 
rate  local  governments  can  charge  the  state  is  the  rate  the  Department  of  Administration  (DO A) 
charges  state  agencies  for  rent  in  state-owned  buildings.  For  the  2007  biennium,  the  DOA  rental 
rate  for  office  space  is  proposed  to  grow  from  $5,988  per  square  foot  in  FY  2004  to  $6,613  in  FY  2006  and  $6,681  in 
FY  2007,  for  a  growth  of  10  percent  and  11.5  percent  respectively.  The  majority  of  the  nearly  300.00  FTE  of  the 
program  reside  in  offices  outside  of  Helena. 


DP  802  -  Request  for  Leased  Vehicles  -  An  increase  of  $262,458  general  fund  for  the  biennium  is  requested  to  replace 
department  owned  vehicles  with  State  Motor  Pool  leased  vehicles.  The  department  would  replace  25  vehicles  in  FY 
2006  and  24  vehicles  in  FY  2007.  The  request  includes  increases  for  vehicle  lease  payments  and  partial  offsetting 
reductions  for  gasoline  and  vehicle  maintenance  costs  that  would  be  included  in  the  motor  pool  rental  rates  and  are 
included  in  the  base.  With  approval  of  this  adjustment,  the  department  would  lease  all  but  1 1  vehicles  in  a  fleet  of  1 55 
vehicles  from  the  State  Motor  Pool.  The  department  owns  the  1 1  vehicles  not  leased  from  the  motor  pool. 

DP  803  -  Statewide  FTE  Reduction  -  A  reduction  of  $287,622  general  fund  for  the  biennium  is  requested  to  permanently 
eliminate  3.15  FTE  from  the  program.  The  reduction  continues  the  additional  1.6  percent  vacancy  savings  on  general 
fund  positions  imposed  on  the  department  by  the  2003  Legislature  as  a  budget  balancing  measure.  The  positions  that 
would  be  eliminated  for  this  reduction  are  for  property  valuation  specialists  that  perform  personal  property  audits. 

New  Proposals 


New  Proposals 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  804  -  Property  Tax  Computer  System 

08              0.00          2,750,000 

DP  805  -  Agricultural/Forest  Land  Classification 
08             12.00           1,400,000 

Total            12.00        $4,150,000 

0 
System 

0 

$0 

0 

0 

$0 

2,750,000 
1,400,000 

$4,150,000 

0.00 
12.00 
12.00 

2,750,000 
0 

$2,750,000 

0 

0 

$0 

0 

0 

$0 

2,750,000 

0 

$2,750,000 

DP  804  -  Property  Tax  Computer  System  -  An  increase  of  $5.5  million  general  fund  for  the  biennium  is  requested  to 
develop  and  implement  a  new  property  tax  computer  system  that  would  interface  with  IRIS.  The  executive  recommends 
the  legislature  designate  the  appropriation  for  this  purpose  as  biennial. 


LFD 
COMMENT 


Background  -  Property  Tax  Computer  System 

Currently  the  department  uses  the  Computer  Assisted  Mass  Appraisal  System  (CAMAS)  to 
administer  property  tax  appraisals.  When  the  legislature  approved  funding  for  the  Process  Oriented  Integrated  Tax 
System  (POINTS),  it  envisioned  a  component  for  property  tax  appraisals.  However,  project  delays  and  contract  issues 
contributed  to  a  decision  by  the  department  to  eliminate  the  property  tax  component  from  the  POINTS  project. 
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The  proposed  property  tax  system  is  intended  to  be  developed  similar  to  the  current  IRIS  project  and  be 
a  commercially  available  off-the-shelf  project.  The  approach  to  use  a  product  with  existing  operating 
experience  has  been  selected  to  minimize  development  risks  encountered  with  POINTS.  The  project  is 
scheduled  to  be  developed,  tested,  and  implemented  in  time  for  use  in  the  next  reappraisal  of  classes 
three,  four,  and  ten  properties  due  to  begin  January  1 ,  2009. 


LFD 

COMMENT 
COM. 


Project  cost  estimates  are  based  on  quotations  from  venders  that  provide  commercially-off-the-shelf  systems  that  would 
meet  Montana's  needs. 


One-Time  Funding  -  Property  Tax  System 

The  request  is  for  funding  to  develop  a  replacement  system  for  the  existing  property  tax  computer  system. 
System  development  costs  are  not  typically  ongoing  costs  that  should  continue  into  the  base  for  the  next 
biennium.  The  legislature  may  wish  to  further  designate  an  appropriation  approved  for  this  purpose  as  one-time-only. 


LFD 
ISSUE 


LID 
ISSUE 


Contingency  Funding 

The  Montana  Information  Technology  Act  requires  approval  of  information  technology  (IT)  purchased  by 
the  state's  chief  information  officer  (CIO).  In  approving  purchase  of  IT,  agencies  are  required  to  submit 
an  information  technology  procurement  request  for  approval  by  the  CIO.  The  legislature  may  want  to  restrict  the 
funding  for  the  property  tax  replacement  system  for  that  purpose  and  consider  making  the  funding  contingent  upon  the 
department  submitting  and  obtaining  approval  of  an  information  technology  procurement  request  for  the  project.  The 
CIO  could  certify  to  the  Office  of  Budget  and  Program  Planning  and  the  Legislative  Finance  Committee  that  an 
information  technology  procurement  request  has  been  completed  to  validate  the  contingency  requirement. 


DP  805  -  Agricultural/Forest  Land  Classification  System  -  An  increase  of  $1 .4  million  general  fund  for  the  biennium  is 
requested  to  develop  an  agricultural/forest  land  classification  and  valuation  system.  Funding  would  add  12.00  FTE, 
contracted  services,  and  operating  expenses  for  the  project.  The  system  would  come  online  for  the  2009  tax  year.  The 
proposed  system  would  update  Montana's  current  agricultural  and  forest  land  classification  and  productive  grading 
system,  and  bring  the  state  into  compliance  with  current  law  requiring  that  classification  and  grading  of  agricultural  and 
forest  land  be  kept  current,  equitable,  and  uniform.  With  the  current  system,  the  department  has  not  been  able  to 
maintain  current  classifications  and  grade  determinations  for  these  lands.  The  executive  recommends  the  legislature 
designate  the  appropriation  for  this  purpose  as  biennial. 


LED 
COMMENT 


Agricultural/forest  Land  Classification  and  Valuation  System 

The  request  is  for  funding  to  develop  a  new  system  to  assess  and  value  agricultural  and  forest  lands 
based  on  productive  capacity  of  the  land.  The  system  would  update  assessment  and  valuation 
algorithms  using  existing  or  upgraded  cadastral  and  geographic  information  system  databases.  On-going  costs  of  the 
system  have  not  been  estimated,  but  are  not  expected  to  be  significant  because  the  system  is  planned  to  be  developed  in 
a  way  that  data  from  existing  systems  maintained  by  other  entities  would  be  leveraged  and  used  to  keep  the  data 
accurate  with  changing  land  uses  and  ownership.  The  project  is  expected  to  be  completed  in  the  end  of  calendar  year 
2007,  so  it  would  extend  into  the  2009  biennium  and  the  system  would  be  available  for  the  2009  tax  year. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

151.07 

2.65 

4.00 

157.72 

2.65 

4.00 

157.72 

157.72 

Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Transfers 

Debt  Service 

6,995,736 

8,108,925 

245,179 

28,637 

0 

500,000 

1,167,367 

706,415 

948,648 

7,000 

0 

0 

0 

(1,135,317) 

220,161 

4,889,000 

150,000 

0 

1,160,000 

0 

0 

7,922,312 

13,946,573 

402,179 

28,637 

1,160,000 

500,000 

32,050 

704,786 
306,791 
0 
0 
0 
0 
(1,135,317) 

221,094 

669,000 

150,000 

0 

1,160,000 

0 

0 

7,921,616 

9,084,716 

395,179 

28,637 

1,160,000 

500,000 

32,050 

15,843,928 

23,03 1,289 

797,358 

57,274 

2,320,000 

1,000,000 

64,100 

Total  Costs 

$17,045,844 

$526,746 

$6,419,161 

$23,991,751 

($123,740) 

$2,200,094 

$19,122,198 

$43,113,949 

General  Fund 
State/Other  Special 
Federal  Special 
Capital  Projects 
Proprietary 

3,363,958 
3,715,679 
1,049,961 
511,542 
8,404,704 

250,871 

598,435 

(7,768) 

(11.542) 

(303,250) 

4,400,000 
1,400,833 

498,328 
0 

120,000 

8,014,829 
5,714,947 
1,540,521 
500,000 
8,221,454 

229,206 

575,816 

(8,772) 

(11,542) 

(908,448) 

300,000 
1,401,336 

498,758 
0 
0 

3,893,164 
5,692,831 
1,539,947 
500,000 
7,496,256 

11,907,993 

11,407,778 

3,080,468 

1,000,000 

15,717,710 

Total  Funds 

$17,045,844 

$526,746 

$6,419,161 

$23,991,751 

($123,740) 

$2,200,094 

$19,122,198 

$43,113,949 

Agency  Description 

The  Department  of  Administration  provides  central  services  for  state  agencies  in  the  following  areas: 
Accounting  and  financial  reporting 
Warrant  writing 

Technical  assistance  and  training  to  local  government  accounting  and  financial  personnel 
Audit  review  and  enforcement  for  local  governments 
Consumer  protection 
State  bonded  indebtedness  administration 
State  treasury  services 

Capitol  complex  building  maintenance  and  security 
State  financial  institution  oversight  and  regulation 
Montana  State  Lottery 

Insurance  coverage  and  Tort  Claims  Act  administration 

Information  systems  development,  telecommunications,  data  processing,  and  strategic  planning 
Personnel  management  and  labor  relations 
Purchasing  and  surplus  property  administration 
Duplicating,  mail,  and  messenger  services 

The  department  also  administers  the  state  Long-Range  Building  Program  and  state  employee  group  benefits  program. 
The  Board  of  Examiners,  the  State  Tax  Appeal  Board,  the  Appellate  Defender,  the  Public  Employees'  Retirement  Board, 
the  Teachers'  Retirement  Board,  and  the  Montana  Consensus  Council  are  attached  to  the  department  for  administrative 
purposes  only. 
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Agency  Highlights 


Department  of  Administration 
Major  Budget  Highlights 


•  Total  funds  would  increase  through  adjustments  totaling  just  over  $9 
million  for  the  biennium  over  the  base  (an  average  annual  increase  of 
26.5  percent) 

•  General  fund  adjustments  account  for  $5.2  million  of  the 
increase  (an  average  annual  increase  of  77  percent  over  the 
base) 

•  State  special  revenue  adjustments  account  for  $4  million  of  the 
increase  (an  average  annual  increase  of  54  percent  over  the 
base) 

•  Federal  special  revenue  adjustments  account  for  about 
$981,000  million  of  the  increase  (an  average  annual  increase 
of  47  percent  over  the  base) 

•  Budgeted  proprietary  fund  would  be  reduced  through 
adjustments  totaling  $1.1  million  (an  average  annual  decrease 
of  6.5  percent  from  the  base) 

•  Significant  budget  increases  for  general  fund  are  for: 

•  Emergency  telecommunications  infrastructure  ($4. 1  million) 

•  Public  safety  communications  program  funding  switch  from 
federal  special  revenue  and  program  increases  ($600,000) 

•  Statewide  present  law  adjustments  ($498,000) 

•  Significant  budget  increases  for  state  special  revenue  are  for: 

•  Montana  Land  Information  Act  ($2.8  million) 

•  Statewide  present  law  adjustments  ($637,000) 

•  3.25  FTE  bank  examiners  and  administrative  support 
($449,000) 

•  Significant  budget  increases  for  federal  special  revenue  are  for: 

•  Montana  Spatial  Data  Infrastructure  ($  1 .4  million) 

•  Significant  budget  increases  for  budgeted  proprietary  funds  are  for: 

•  On-line  lottery  system  computer  equipment  and  software 
($600,000) 

•  Permanent  point-of-sale  signs  for  lottery  retailers  ($120,000) 

•  Personal  services  would  increase  by  6.65  FTE  in  HB  2  positions  for: 

•  Bank  examiners  in  the  Banking  and  Financial  Division 

•  Administrative  support  for  Banking  and  Financial  Division 
licensing  support 

•  Public  safety  communications  program  computer  analysts 


Agency  Discussion 

Indirect  Administrative  Costs 

The  executive  includes  adjustments  in  all  programs  to  provide  funding  for  indirect  administrative  cost  payments  from 
service  user  programs  to  service  provider  programs  that  are  funded  with  proprietary  funds  and  provide  centralized 
services  to  other  programs  of  the  agency.   Figure  1  illustrates  the  funding  and  distribution  of  the  adjustments  across  the 
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agency.  Figure  1  shows  that  direct  appropriations  of  general  fund  would  be  reduced  by  about  $7,000.  The  figure  also 
shows  that  proprietary  funds  would  be  increased  by  about  $201,000  and  would  provide  82  percent  of  the  increased 
funding.  However,  the  legislature  should  be  aware  that  proprietary  programs  of  the  department,  from  which  these  funds 
would  be  provided,  get  their  revenue  from  assessments  on  the  funding  sources  of  all  agencies  that  use  the  services, 
including  general  fund.  Therefore,  an  increase  in  proprietary  assessment  can  have  a  direct  impact  on  the  general  fund 
expenditures  of  other  agencies. 


Figure 

1 

Indirect  Administrative  Costs 

2007  Biennium 

State 

Federal 

General 

Special 

Special 

Proprietary 

Total 

Fund 

Revenue 

Revenue 

Funds 

Funds 

Administrative  Financial  Services 

-$6,168 

$60,749 

$84 

-$8,122 

$46,543 

Architecture  and  Engineering 

0 

10,592 

0 

0 

10,592 

General  Services 

2,666 

0 

0 

102,109 

104,775 

Information  Technology  Services 

-1,656 

0 

-8,816 

82,353 

71,881 

Banking  and  Financial 

0 

-9,797 

0 

0 

-9,797 

Montana  State  Lottery 

0 

0 

0 

-2,049 

-2,049 

State  Personnel 

-2,404 

0 

0 

21,217 

18,813 

Risk  Management  and  Tort  Defense 

0 

0 

0 

5,897 

5,897 

State  Tax  Appeal  Board 

254 

0 

0 

0 

254 

Total 

-$7,308 

$61,544 

-$8,732 

$201,405  $246,909 

Proprietary  Funds 

Legislative  Action 

The  agency  includes  a  number  of  programs  that  are  funded  with  both  funds  budgeted  in  HB  2  and  proprietary  funds. 
Proprietary  programs  are  grouped  into  two  categories:  1)  internal  service  funds;  and  2)  enterprise  funds.  For  the  general 
appropriations  act,  Montana  law  specifies  different  legislative  action  for  each  category.  Except  for  the  Montana  State 
Lottery  and  certain  direct  appropriations  of  Board  of  Investment  proprietary  funds  in  the  Administrative  Financial 
Services  Division,  proprietary  funds  are  not  included  in  the  HB  2  tables. 

For  internal  service  funds,  the  legislature  establishes  fiscal  policy  for  the  programs  through  its  approval  of  the  maximum 
rates  programs  may  charge  during  the  biennium.  The  legislature  does  this  by  reviewing  the  financial  condition  of  the 
fund  and  the  revenue  and  expenditure  patterns  of  the  program.  The  legislature  reviews  historical  and  planned  operations 
of  the  program  and  approves  rates  that  it  determines  provide  financial  support  for  the  program  at  the  level  the  legislature 
deems  appropriate.  The  legislature  also  provides  legislative  policy  direction  for  the  program,  including  appropriateness 
of  fund  balances. 

For  enterprise  funds,  the  legislature  reviews  earnings  and  contributed  capital,  projected  operations  and  charges,  and 
projected  fund  balances.    The  legislature  does  not  approve  the  rates  being  charged,  but  provides  legislative  policy 
direction  for  the  program,  including  appropriateness  of  charges  and  fund  balances. 
Proprietary  Rates 

Several  programs  of  the  agency  request  legislative  approval  of  proprietary  rates  that  are  based  on  limiting  the  level  of 
working  capital  of  the  program  instead  of  the  legislature  approving  the  actual  fees  and  charges  billed  to  customers. 
Federal  and  state  rules  currently  exist  to  limit  proprietary  funded  programs  from  maintaining  more  than  a  60-day 
working  capital  balance.  A  rate  based  on  collecting  no  more  than  a  certain  level  of  working  capital  provides  no 
budgetary  limits  on  the  operations  of  the  program.  Working  capital  is  no  more  than  an  accounting  term  used  to  describe 
the  balance  remaining  after  short-term  liabilities  are  deducted  from  short-term  assets.  The  term  roughly  equates  to  the 
cash  balance  of  a  fund  after  deducting  for  liabilities  that  are  due  within  one  year.  Operating  parameters  can  easily  be 
manipulated  to  control  this  balance  by  increasing  expenses  to  compensate  for  high  revenue  collections  or  increasing 
revenues  to  compensate  for  high  expenses.  For  further  discussion,  see  the  narrative  for  the  individual  proprietary  funds. 
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Since  the  legislature  is  charged  with  approving  the  maximum  level  of  fees  and  charges  for  a  proprietary  funded  program, 
it  can  be  assumed  to  imply  a  legislative  concern  to  indirectly  control  expenditures  through  the  process  of  setting  the  level 
of  fees  and  charges.  Approving  a  working  capital  based  rate  does  nothing  to  control  the  level  of  expenditure.  Instead,  it 
grants  full  control  of  program  expenditures  to  the  executive.  Programs  that  use  the  services  of  a  proprietary  funded 
program  pay  the  fees  with  all  type  of  funding  sources  including  general  fund  and  state  special  revenue. 

The  legislature  may  want  to  consider  the  potential  impacts  that  approving  working  capital  rates  would  have  on  customers 
funded  with  other  sources,  given  that  approval  of  a  working  capital  rate  grants  the  program  the  flexibility  to  adjust  the 
actual  fees  and  charges  billed  to  customers.  For  a  further  discussion,  see  the  individual  proprietary  account  narratives  in 
the  sections  that  follow. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund 

State  Spec 

Fed  Spec. 

Proprietary 

Grand  Total 

Total  % 

03  Admin  Financial  Serv  Division 

2,450,490 

997,939 

128,258 

89,931 

3,666,618 

8.5% 

04  Architecture  &  Engineering  Pgm 

- 

2,505,747 

- 

- 

2,505,747 

5.8% 

06  General  Services  Program 

1,323,832 

- 

- 

- 

2,323,832 

5.4% 

07  Information  Tech  Serv  Division 

5,000,269 

2,802,169 

2,952,210 

- 

10,754,648 

24.9% 

14  Banking  And  Financial  Division 

- 

5,037,441 

- 

- 

5,037,441 

11.7% 

15  Montana  State  Lottery 

- 

- 

- 

15,627,779 

15,627,779 

36.2% 

23  State  Personnel  Division 

2,471,794 

64,482 

- 

- 

2,536,276 

5.9% 

37  State  Tax  Appeal  Board 
Grand  Total 

661,608 
$      11,907,993 

- 

- 

- 

661,608 
$        43,113,949 

1.5% 
100.0% 

S  11,407,778 

S  3,080.468 

$  15,717,710 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


FTE 

153.72 

4.00 

157.72 

153.72 

4.00 

15772 

151.07 

157.72 

Personal  Services 

7,702,151 

220,161 

7,922,312 

7,700,522 

221,094 

7,921,616 

14,224,243 

15.843,928 

Operating  hxpenses 

9,057,573 

4,889,000 

13,946,573 

8,415,716 

669.000 

9,084,^16 

16,696,758 

23.031.289 

Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Law 

Proposals 

Exec.  Budget 

Law 

Proposals 

Exec.  Budget 

Biennium 

Exec.  Budget 

Budget  Item 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  04-05 

Fiscal  06-07 

Equipment 

252,179 

150,000 

402,179 

245,179 

1 50,000 

395,179 

1,403,574 

797,358 

Local  Assistance 

28,637 

0 

28,637 

28,637 

0 

28,637 

51,950 

57,274 

Grants 

0 

1,160.000 

1,160,000 

0 

1,160,000 

1,160,000 

0 

2,320,000 

Transfers 

500,000 

0 

500,000 

500,000 

0 

500,000 

1,000,000 

1,000,000 

Debt  Service 

32,050 

0 

32,050 

32,050 

0 

32,050 

1,199,417 

64,100 

Total  Costs 

$17,572,590 

$6,419,161 

$23,991,751 

$16,922,104 

$2,200,094 

$19,122,198 

$34,575,942 

$43,113,949 

General  Fund 

3,614,829 

4,400,000 

8,014,829 

3,593.164 

300,000 

3,893,164 

6,914,319 

11.907,993 

State/Other  Special 

4,314,114 

1,400,833 

5,714,947 

4,291,495 

1,401,336 

5,692,831 

7,789,780 

11,407,778 

Federal  Special 

1,042,193 

498.328 

1.540,521 

1,041,189 

498,758 

1,539,947 

3,016.894 

3,080,468 

Capital  Projects 

500,000 

0 

500.000 

500,000 

0 

500,000 

1,029,911 

1,000,000 

Proprietary 

8,101,454 

120,000 

8.221,454 

7,496,256 

0 

7,496.256 

15,825,038 

15.717,710 

Total  Funds 

$17,572,590 

$6,419,161 

$23,991,751 

$16,922,104 

$2,200,094 

$19,122,198 

$34.5^5.942 

$43,113,940 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 
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New  Proposals 

General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  718  -  MSDI  Federal  Request 

07                   0.00                        0 

0 

707,000 

707,000 

0.00 

0 

0 

707,000 

707,000 

DP  719  -  Montana  Land  Information  Act  (Requires  Legislation) 

07                   2.00                        0 

1,400,833 

0 

1,400,833 

2.00 

0 

1,401,336 

0 

1,401,336 

DP  721  -  Public  Safety  Communications  Program  - 

GF 

07                   2.00             300,000 

0 

(208,672) 

91,328 

2.00 

300,000 

0 

(208,242) 

91,758 

DP  722  -  Emergency  Telecommunications  Infrastructure  -  OTO 

07                   0.00          4,100,000 

0 

0 

4,100,000 

0.00 

0 

0 

0 

0 

DP  1504  -  Permanent  Signage 

15                  0.00                      0 

0 

0 

120,000* 

0.00 

0 

0 

0 

0 

Total                   4.00        $4,400,000 

$1,400,833 

$498,328 

$6,419,161* 

4.00 

$300,000 

$1,401336 

$498,758 

$2,200,094 

Language 

The  executive  requests  the  following  language  for  inclusion  in  HB  2: 

"There  is  appropriated  from  the  general  fund  to  the  department  for  payments  to  the  Montana  highway  patrol  pension 
fund  the  amount  required  for  this  transfer,  not  to  exceed  $350,000  for  each  fiscal  year." 


LFD 
COMMENT 


Purpose  for  Appropriation  for  Montana  Highway  Patrol  Pension  Fund  Transfer 
The  language  appropriation  for  the  transfer  of  general  fund  to  the  Montana  Highway  Patrol  (MHP) 
pension  fund  is  used  to  provide  the  appropriation  authority  to  transfer  revenues  from  driver's  license  and  duplicate 
driver's  license  fees  collected  under  61-5,121,  MCA,  and  deposited  in  the  general  fund,  to  the  MHP  pension  fund.  The 
transfer  provides  the  state  contribution  for  a  portion  of  the  10.18  percent  of  member  compensation  directed  under  19-6- 
404,  MCA.  When  the  2001  Legislature  passed  HB  124  revising  the  laws  governing  local  government  and  state  revenue 
collection  and  allocation,  the  fees  were  deposited  into  the  general  fund.  According  the  Governmental  Accounting 
Standards  Board  statement  34,  fund  transfers  between  component  units  of  state  government  now  require  budgeted 
transactions. 


"There  is  appropriated  from  the  general  fund  to  the  department  the  amount  required  to  be  refunded  to  the  federal 
government  for  their  participation  in  the  Workers'  Compensation  Old  Fund  transfer  to  the  general  fund,  not  to  exceed 
$300,000  in  fiscal  year  2006." 


LFD 
ISSLF 


Refund  to  the  Federal  Government  May  Not  Be  Necessary 

This  refund  to  the  federal  government  for  their  participation  in  the  Workers'  Compensation  Old  Fund 
transfer  to  the  general  fund  may  not  be  necessary.  In  consultation  with  legislative  legal  staff,  the  following  is  offered. 


The  state  has  a  contractual  agreement  with  the  federal  government  regarding  cost  allocation  plans.  If  the  state  had 
overcharged  on  this  contractual  agreement,  the  federal  government  would  have  standing  to  demand  that  the  contract  be 
adhered  to  and  repayment  would  be  required.  However,  that  is  not  the  case  with  the  funds  transferred  to  the  general 
fund  for  the  Old  Fund.  The  funds  transferred  to  the  general  fund  are  excess  taxes  imposed  by  the  State  of  Montana  on 
employees  and  employers  in  the  state  due  to  a  projected  shortage  in  the  Old  Fund.  This  tax  was  deemed  necessary 
because  premium  charged  to  ratepayers  was  projected  to  be  insufficient  to  adequately  meet  all  claims  on  the  Old  Fund. 
The  situation  was  later  found  to  be  not  as  dire  as  first  thought,  and  taxes  in  excess  of  the  amount  originally  thought 
necessary  were  collected. 
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III) 

ISSUK 

COM. 


It  was  this  excess  tax  collection  that  was  returned  to  the  general  fund.  The  federal  government  was  not 
taxed.  Rather,  employers  (including  the  State  of  Montana)  and  employees  were.  The  state  fulfilled  its 
obligation  when  it  provided  workers'  compensation  insurance  for  the  premium  paid,  and  the  federal 
government  is  not  entitled  to  any  return  of  funds.  In  fact,  it  could  be  argued  that  they  were  undercharged  in 
premium,  helping  to  necessitate  the  tax  in  the  first  place.  The  legislature  may  want  to  consider  the  above  analysis  when 
considering  approval  of  the  language  appropriation  to  fund  a  refund  to  the  federal  government.  The  legislature  has  the 
following  options  for  the  proposed  language: 

•  Do  not  approve  the  language 

•  Direct  the  Department  of  Administration  to  renegotiate  with  the  federal  government,  considering  the  argument 
discussed  in  this  issue 

•  Approve  the  language  as  proposed 

•  Approve  the  language,  but  make  the  appropriation  contingent  on  validation  of  appropriateness  based  on  an 
official  opinion  of  the  Montana  Attorney  General  obtained  by  the  executive 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

28.34 

0.00 

0.00 

28.34 

0.00 

0.00 

28.34 

28.34 

Personal  Services 
Operating  Expenses 
Local  Assistance 
Transfers 

1,253,963 

387,697 

22,133 

0 

124,192 

54,122 

0 

0 

0 
0 
0 
0 

1,378,155 

441,819 

22,133 

0 

124,945 

35,773 
0 
0 

0 
0 
0 
0 

1,378,908 

423,470 

22,133 

0 

2,757,063 

865,289 

44,266 

0 

Total  Costs 

$1,663,793 

$178314 

$0 

$1,842,107 

$160,718 

$0 

$1,824,511 

$3,666,618 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

1,154,645 

406,518 

58,675 

43,955 

79,254 

92,589 

5,429 

1,042 

0 
0 
0 
0 

1,233,899 

499,107 

64,104 

44,997 

61,946 

92,314 

5,479 

979 

0 
0 
0 
0 

1,216,591 

498,832 

64,154 

44,934 

2,450,490 

997,939 

128,258 

89,931 

Total  Funds 

$1,663,793 

$178314 

$0 

$1,842,107 

$160,718 

$0 

$1,824,511 

$3,666,618 

Program  Description 

The  Administrative  Financial  Services  Division  consists  of  several  units.  The  Director's  Office  is  responsible  for  overall 
supervision  and  coordination  of  agency  programs  and  administratively  attached  boards  and  agencies.  The  Legal  Unit 
provides  legal  services  to  agency  and  administratively  attached  programs.  The  Accounting  Bureau  is  the  process  owner 
of  the  financial  portion  of  the  Statewide  Budgeting,  Accounting  and  Human  Resource  Systems  (SABHRS),  establishes 
state  accounting  policies  and  procedures,  administers  the  federal  Cash  Management  Improvement  Act,  processes 
warrants  for  all  state  agencies,  and  prepares  the  state  Comprehensive  Annual  Financial  Report  (CAFR).  The 
Management  Support  Bureau  provides  financial,  budgeting,  accounting,  personnel,  and  payroll  functions  for  the 
department.  The  Local  Government  Services  Bureau  provides  technical  assistance  and  training  to  local  government 
accounting  and  financial  personnel  and  defines,  reviews  and  enforces  auditing  requirements  for  Montana's  local 
governments.  The  Consumer  Protection  Office  advocates  on  behalf  of  Montana's  consumers  in  matters  of  unfair  or 
deceptive  acts  in  the  conduct  of  any  business. 

Program  Highlights 
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Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  about 
$340,000  for  the  biennium  over  the  base  (an  average  annual  increase 
of  10  percent) 

•  General  fund  adjustments  account  for  $141,000  of  the 
increase  (an  average  annual  increase  of  6  percent  over  the 
base) 

•  State  special  revenue  adjustments  account  for  $1 85,000  of 
the  increase  (an  average  annual  increase  of  23  percent 
over  the  base) 

Budget  increases  are  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Indirect  administrative  costs 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Admin  Financial  Serv  Div 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$1,154,645             69.4% 

$  1,233,899 

67.0% 

$  1,216,591 

66.7% 

02 140  Consumer  Education  Settlement 

403.529            24.3% 

496,118 

26.9% 

495,843 

27.2% 

02317  Financial  Advisor  Fees 

2,989              0.2% 

2,989 

0.2% 

2,989 

0.2% 

03320  Cmia  Funds 

35,613              2.1% 

41,042 

2.2% 

41,092 

2.3% 

03369  Flood  Control  Payments 

22,133               1.3% 

22,133 

1.2% 

22,133 

1 .2% 

03978  Federal  Portion  Of  State  Divid 

929              0.1% 

929 

0.1% 

929 

0.1% 

06527  Investment  Division 

43.955              2.6% 

44.997 

2.4% 

44.934 

2.5% 

Grand  Total 

$1,663,793            100.0% 

$  1,842,107 

100.0% 

$1,824,511 

100.0% 

The  Administrative  Financial  Services  Division  is  funded  with  general  fund,  state  and  federal  special  revenues,  and 
proprietary  funds.  General  fund  provides  funding  for  the  statewide  accounting  standards,  treasury,  and  accounting 
assistance  for  local  governments,  and  for  agency  management  in  support  of  other  programs  of  the  agency  funded  with 
general  fund.  State  special  revenue  provides  funding  for  the  Consumer  Protection  Office,  from  consumer  education 
settlements  and  a  smaller  amount  from  financial  advisor  fees.  Federal  special  revenue  provides  funding  for  activities 
associated  with  the  federal  Cash  Management  Improvement  Act  funds,  flood  control  payments,  and  the  federal  portion  of 
State  Fund  dividends.  The  division  is  also  funded  with  a  direct  appropriation  from  the  Board  of  Investments  proprietary 
fund  for  services  the  Treasury  Unit  provides  to  the  board. 

Most  operations  of  the  division  are  funded  with  non-budgeted  proprietary  funds,  which  are  discussed  in  the  "Proprietary 
Rates"  section  of  the  narrative. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

FTE 

General 
Fund 

Fiscal  2007 

State 
Special 

Federal 

Special 

Total 
Funds 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

181,614 

(57.422) 

(1,533) 

28,318 

182397 

(57,452) 

(1,510) 

9,955 

Total  Statewide  Present  Law  Adjustments 

$150,977 

$133,390 

DP  301  -  Indirect/ Administrative  Costs 

0.00               (3,084) 

30,379 

42 

27,337 

0.00 

(3,084) 

30,370 

42 

27,328 

Total  Other  Present  Law  Adjustments 

0.00             ($3,084) 

$30,379 

$42 

$27337 

0.00 

($3,084) 

$30^70 

$42 

$27328 

Grand  Total  All  Present  Law  Adjustments 

$178,314 

$160,718 

DP  301  -  Indirect/ Administrative  Costs  -  A  reduction  of  $6,168  general  fund  combined  with  increases  of  $60,749  state 
special  revenue  and  $84  federal  special  revenue  for  the  biennium  would  fund  increases  in  indirect  cost  payments  for 
services  received  from  other  proprietary  funded  centralized  service  functions  of  the  agency. 
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Proprietary  Rates 

Legal  Services  Unit  (Fund  06504) 

Proprietary  Program  Description 

The  Legal  Unit  of  the  Director's  Office  advises  all  divisions  within  the  department  and  those  administratively  attached  to 
the  department  on  legal  matters.  An  alternative  to  this  program  would  be  contracting  for  legal  assistance  or  hiring  an 
attorney  within  the  divisions  serviced  by  the  unit.  The  unit  receives  funding  from  the  general  fund  and  through  the  legal 
services  internal  service  fund.  Only  the  portion  of  the  unit  funded  by  the  internal  service  fund  is  discussed  below. 

Proprietary  Revenues  and  Expenses 

The  general  fund  portion  supporting  0.17  FTE  is  shown  on  the  main  budget  tables  and  discussed  in  the  HB  2  portion  of 
the  division  narrative.  The  program  funds  2.08  FTE  with  proprietary  funds.  The  Legal  Services  Unit  receives  revenues 
via  an  allocation  of  anticipated  expenses  of  the  unit  to  divisions  of  the  department  and  administratively  attached  agencies 
and  boards.  The  allocation  is  based  on  a  time  study  of  work  performed.  In  FY  2004,  revenues  of  about  $149,000  were 
received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  shown: 

•  State  special  revenue  (28percent),  $42,000 

•  Proprietary  funds  (57  percent),  $87,000 

•  Trust  funds  ( 1 5  percent),  $20,000 

In  FY  2004,  revenues  funded  personal  services  for  2.08  FTE  and  operating  costs.  Personal  services  of  approximately 
$1 18,500  comprised  86  percent  of  expenses,  with  operating  expenses  making  up  the  remaining  $19,500  or  14.0  percent 
of  unit  expenses. 

Allocation  of  Legal  Services  Unit  anticipated  costs  is  done  during  July  of  each  fiscal  year  and  rates  are  developed  to 
recover  expenses  on  a  breakeven  basis.  The  figure  for  fund  06504  shows  the  financial  information  for  the  fund  from  FY 
2002  through  FY  2007.  In  FY  2004,  revenues  exceeded  expensed  by  $1 1,000  primarily  due  to  lower  than  anticipated 
personal  services  expenses  because  of  an  accounting  adjustment  that  reduced  the  liability  for  compensated  absences  by 
booking  a  negative  expense.  The  effect  of  the  transaction  is  neutral  to  fund  equity,  but  is  reflected  as  a  $35,000 
reduction  of  personal  services  from  FY  2003  to  FY  2004.  No  fund  balance  is  required  to  be  reserved  for  this  program. 
Fund  balance  at  the  end  of  FY  2004  would  finance  around  33  days  of  operating  expenses. 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                     Fund  Name                   Agency  # 
6504                  Legal  Services                    6101 

Agency  Name 
Department  of  Administration 

Program  Name 
Administrative  Financial  Services 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 
Fee  revenue 

Legal  Services 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperatlng  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recovenes 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

172,409 

179,028 

149,097 

149,097 

182.525 

182.525 

172.409 
29 

179.028 
15 

149.097 
48 

149.097 

182.525 

182,525 

172.438 

138.066 

14.689 

179.043 

151.577 
20.183 

149,145 

118,457 
19.571 

149,097 

147.353 

20.208 

182.525 

157,368 

17.581 

182.525 

157,471 
17,355 

152.755 
19,683 

171.760 
7,283 

138.028 
11,117 

167.561 
(18,464) 

174,949 
7,576 

174,826 
7,699 

19.683 

7,283 

11,117 

(18.464) 

7.576 

7.699 

19.683 
(30.370) 

(30.370) 

7.283 

(10.687) 
4.819 

(5.868) 

11.117 
1,415 

1.415 

(18.464) 
12.532 

12.532 

7.576 
(5.932) 

(5.932) 

7.699 
1.644 

1.644 

(10,687} 

1,415 

12,532 

(5,932) 

1,644 

9,343 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

25,459 

28.627 

23.005 

27.927 

29.158 

29.138 

Proprietary  Rate  Explanation 

The  financial  objective  of  the  Legal  Services  Unit  is  to  operate  on  a  break-even  basis.  The  unit  charges  other  non- 
general  funded  divisions  in  the  department  and  administratively  attached  agencies  a  percentage  of  its  operations  budget 
based  on  a  time-use  study. 

For  the  2007  biennium,  the  executive  requests  that  the  legislature  approve  the  rates  shown  on  the  Figure  3A.  The 
requested  rates  are  an  allocation  of  Legal  Services  Unit  costs  to  user  programs  based  on  historical  usage. 
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Figure 

3A 

Requested  Rates  for  Legal  Services  Unit 

Allocation  of  Costs 

Actual 

Requested 

Requested 

Program  Receiving  Allocation 

FY  04 

FY  06 

FY  07 

Teachers'  Retirement 

$20,071 

$24,571 

$24,571 

Personnel  Division 

21,504 

26,324 

26,324 

Risk  Management  and  Tort  Defense 

1,434 

878 

878 

General  Services 

5,018 

8,775 

8,775 

Architecture  and  Engineering 

15,770 

19,306 

19,306 

Information  Technology  Services 

19,354 

23,693 

23,693 

Consumer  Protection 

35,841 

65,814 

65,814 

Banking  Division 

8,602 

878 

878 

Lottery 

14,336 

4,388 

4,388 

Local  Government  Services 

7,168 

7,898 

7,898 

Total 

$149,098 

$182,525 

$182,525 

Warrant  Writer  Program  (Fund  06564) 

Proprietary  Program  Description 

The  department  provides  the  services  of  the  Warrant  Writer  Program  to  state  agencies  for  check  writing  and  automatic- 
deposit  capabilities  for  financial  transactions.  The  program  produces  and  processes  warrants  and  tracks  them  on  the 
warrant  writer  system.  The  program  generates,  mails,  tracks,  and  cashes  each  warrant.  The  services  the  program  offers 
include  direct  deposit,  warrant  consolidation,  stopping  of  payments,  warrant  cancellations,  emergency  warrants, 
duplicate  warrants,  warrant  certification,  warrant  research,  payee  file  data,  and  federal  1099-MISC  processing.  Because 
the  service  is  mandated  in  statute,  no  alternative  exists  for  agencies  that  need  checks  processed  and  funds  transferred  to 
vendors  electronically  if  they  use  the  state  accounting  system. 

Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  Warrant  Writer  Program  had  revenues  of  roughly  $845,913  from  fees  paid  by  agencies  statewide.  These 
revenues  were  received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  listed: 

•  General  fund  (31.5  percent),  $266,000 

•  State  special  revenue  (16.8  percent),  $  1 42,000 

•  Federal  special  revenue  (23.0  percent),  $195,000 

•  Proprietary  funds  ( 1 9.4  percent),  $  1 64,000 

•  All  other  funds  (9.3  percent),  $79,000 

Billing  for  warrants  is  done  monthly  and  is  based  on  actual  warrants  issued.  Turnaround  time  for  payment  is  around  45 
days.  Working  capital  is  factored  into  the  rate  after  expenditures  are  calculated.  If  working  capital  is  too  high,  the  rates 
charged  to  agencies  are  reduced  in  order  to  reduce  revenues. 

In  FY  2004,  revenues  funded  personal  services  for  6.33  FTE  and  operating  costs.  Personal  services  of  roughly  $182,000 
accounted  for  about  20  percent  of  expenses,  with  operating  costs  making  up  the  majority  of  costs  at  roughly  $710,000  or 
nearly  80  percent  of  unit  expenses.  Major  operating  costs  are  for  postage  and  mailing  ($442,700  or  50  percent  of 
program  costs),  and  warrant  printing,  warrant  stock,  and  bank  service  fees  (combined  are  $179,000  or  20  percent  of 
costs). 

The  figure  for  fund  06564  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  This  figure 
shows  that  through  the  2007  biennium  anticipated  operating  revenues  from  rates  and  other  charges  would  be  less  than  the 
anticipated  operating  expenses,  resulting  in  operating  losses  in  each  year  totaling  $75,593  for  the  2007  biennium.  These 
losses  would  deplete  fund  balance  to  $33,024  at  the  end  of  the  2007  biennium  or  13  days  of  operating  expenses. 
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Demand  for  each  warrant  category  is  made  by  comparing  two  biennia  of  actual  activity  to  project  usage  for  the  upcoming 
biennium.  Mailer  warrants  factor  in  warrant  stock  cost,  postage,  and  printing.  Non-mailer  warrants  factoi  in  warrant 
stock  cost  and  printing.  Both  type  of  warrants  pay  for  the  required  reconciliation  between  SABHRS  accounts  payable 
module  and  the  state  bank  account.  Direct  deposits  pay  a  $0.05  charge  for  bank  processing.  Duplicate  and  emergency 
warrants  pay  for  personnel  time  to  process  each  individual  request.  All  categories  share  in  general  operating  expenses  of 
the  program. 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                     Fund  Name 
6564                 Warrant  Writing 

Agency  U 
6101 

Agency  Name 
Department  of  Administration 

Program  Name 
Administrative  Financial  Services 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Revenue  Warrant  Writing  Fee 
Revenue  from  Fee  B 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

922.385 

880.435 

845,913 

873,501 

873,501 

873.501 

922,385 
98 

880,435 

845.913 
107 

873,501 

873,501 

873.501 

922.483 

142.713 
590.346 

880.435 

155,908 
718,835 

846,020 

181,893 
709,874 

873.501 

197,914 
700.929 

873.501 

206.984 
719.793 

873.501 

206.828 
688.990 

733.059 
189.424 

874,743 
5.692 

891,767 
(45,747) 

898.843 
(25,342) 

926.777 
(53,276) 

895,818 
(22,317) 

189.424 

5.692 

(45.747) 

(25,342) 

(53.276) 

(22,317) 

189.424 

(36.353) 

(40) 

20.779 

(15,614) 

5.692 

173,810 
204 

174.014 

(45.747) 
179,706 

179,706 

(25.342) 
133,959 

133,959 

(53.276) 
108,617 

108.617 

(22.317) 
55.341 

55.341 

173,810 

179,706 

133,959 

108,617 

55,341 

33.024 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

122,177 

145.791 

148.628 

149.807 

154,463 

149,303 

Proprietary  Rate  Explanation 

Figure  3B  shows  the  rates  requested  for  the  Warrant  Writer  Program. 
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Figure  3B 

Requested  Rates  for  Warrant  Writer 

Actual       Requested 

Requested 

FY  04         FY  06 

FY  07 

Mailer 

$0.586245    $0.583310 

$0.580890 

Non-Mailer 

$0.178030    $0.181590 

$0.017917 

Emergency 

$4.267590    $4.702280 

$4.701700 

Duplicates 

$5.639485    $6.039980 

$6.039390 

Externals 

$0.155230    $0.155750 

$0.153330 

Direct  Deposit 

$0.155990    $0.155780 

$0.155100 

Management  Services  Unit  (Funds  06534  and  06570) 

Proprietary  Program  Description 

The  Management  Services  Unit  coordinates  preparation  of  the  department's  biennial  budget  for  submission  to  the  Office 
of  Budget  and  Program  Planning  (OBPP)  and  presentation  to  the  legislature,  processes  budget  change  documents  on 
approved  budgets  through  OBPP,  monitors  approved  budgets  for  compliance  with  state  law  and  legislative  intent, 
processes  payroll  and  provides  new  employee  orientation  for  all  divisions  within  the  department,  including  attached-to 
agencies,  assists  with  staff  recruitment  and  selection,  classifies  positions,  and  develops  personnel  policies  and 
procedures.  This  unit  also  provides  accounting  assistance  to  the  non-general  funded  divisions  within  the  department. 
The  director's  office  is  funded  through  the  unit.  An  alternative  to  this  unit  would  be  to  hire  budgeting,  accounting,  and 
human  resource  staff  within  each  program  in  the  department. 

The  unit  now  consists  of  the  combined  Management  Services  Unit  and  the  Human  Resources  Unit,  which  were  reviewed 
separately  by  2003  Legislature. 


Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  unit  had  revenues  of  roughly  $626,537  from  fees  paid  by  divisions  served, 
received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  listed: 

•  General  fund  (9.6  percent),  $60,400 

•  State  special  revenue  (11.9  percent),  $74,300 

•  Federal  special  revenue  (0.7  percent),  $4,300 

•  Proprietary  funds  (75 .4  percent),  $472, 1 00 

•  Trust  funds  (2.4  percent),  $1 5,300 


These  revenues  were 


Expenses  consist  of  personal  services  and  operating  expenses.  In  FY  2004  personal  services  of  $  486,845  accounted  for 
84  percent  of  total  expenses  and  funded  9.75  FTE.  Major  operating  expenses  that  account  for  more  than  1.0  percent  of 
total  expenses  are  rent  for  state-owned  buildings  at  $27,500  or  4.8  percent;  indirect  and  administrative  costs  to  other 
proprietary  funded  programs  of  the  agency  at  $15,000  or  2.6  percent;  and  data  network  service  charges  paid  to  the 
Information  Technology  Services  Division  of  the  agency  at  about  $9,600  or  1 .7  percent. 

The  Management  Services  Unit  bills  users  monthly,  which  requires  the  program  to  operate  with  around  45  days  of 
working  capital.  Working  capital  is  factored  into  the  rate  after  expenditures  are  calculated.  If  working  capital  is  too 
high,  the  rates  that  generate  the  revenue  are  reduced.  No  fund  balance  is  required  to  be  reserved  for  this  program.  Fund 
balance  at  the  end  of  FY  2003  was  negative  after  the  two  units  were  combined,  but  rates  approved  for  the  2005  biennium 
restored  a  positive  balance  to  the  fund.  The  rates  requested  for  the  2007  biennium  would  provide  operating  gains  and 
increase  fund  balance. 
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2007  Biennium 

Report  on  Internal  Servi 

ce  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 
6534          Management  Services 
6570          Human  Resources  Unit 

Agency  #                  Agency  Name 
6101        Department  of  Administration 

Program  Name 
Administrative  Financial  Services 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Service  Fees 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recovenes 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

175.483 

173.584 

626.537 

626,913 

713,842 

713.450 

175.483 

173.584 

626,537 
288 

626.913 

713,842 

713,450 

175.483 

166,267 
27,399 

173.584 

148.384 

25.847 

626.825 

486.845 
91.162 

626.913 

540.248 
116,585 

713.842 

560.546 
90.324 

713.450 

559.050 

89,710 

193,666 
(18,183) 

174,231 
(647) 

578.007 
48,818 

656,833 
(29,920) 

650.870 
62,972 

648.760 
64,690 

(18.183) 

(647) 

48.818 

(29.920) 

62.972 

64.690 

(18.183) 
18.363 

18,363 

(647) 

(12,856) 
4,685 

(8.171) 

48.818 
(8,818) 

(8.818) 

(29.920) 
40.000 

40,000 

62.972 
10.080 

10,080 

64,690 
73,052 

73.052 

180 

(8.818) 

40,000 

10,080 

73,052 

137.742 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

32.278 

29.039 

96,335 

109.472 

108.478 

108.127 

Proprietary  Rate  Explanation 

The  executive  requests  the  legislature  approve  rates  shown  on  Figure  3C,  which  lists  the  rates  requested  to  fund  the  unit 
for  the  2007  biennium  and  the  rates  approved  for  FY  2004.  The  rate  methodology  for  allocation  costs  to  users  has 
changed  from  those  approved  by  the  2003  Legislature.  For  the  2005  biennium,  the  legislature  approved  rates  that  were 
fixed  allocations  of  costs  to  user  programs.  For  the  2007  biennium,  the  executive  requests  rates  that  are  more  closely 
tied  to  factors  that  drive  demand  for  services  of  the  unit.  As  stated,  human  resources  costs  would  be  recovered  through 
rates  tied  to  user  program  FTE  counts,  and  the  rest  of  costs  for  the  unit  would  be  based  on  a  fixed  percentage  of  agency 
appropriations. 
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Figure  3C 

Rates  Requested  for  the  Management  Services  Unit 

Requested 

Requested 

Rate  Description  or  Program  Receiving  Allocation 

FY  2004 

FY  2006 

FY  2007 

Portion  of  unit  not  for  human  resources 

Administrative  Financial  Services 

$53,239 

$43,478 

$43,478 

Architecture  and  Engineering 

8,792 

8,608 

8,608 

General  Services  Division 

78,474 

104,288 

104,288 

Information  Technology  Services  Division 

237,023 

238,276 

238,276 

State  Personnel  Division 

21,165 

22,260 

22,260 

Risk  Management  and  Tort  Defense 

39,534 

45,020 

45,020 

Banking  Division 

28,612 

30,875 

30,875 

Lottery 

29,397 

33,892 

33,892 

State  Tax  Appeal  Board 

4,250 

4,436 

4,436 

Appellate  Defender 

2,733 

2,644 

2,644 

Montana  Consensus  Council 

3,920 

3,715 

3,715 

Total  allocation  to  user  programs 

$507,139 

$537,492 

$537,492 

Portion  of  unit  for  human  resources 

Teachers  Retirement  Board 

5,278 

Public  Employee  Retirement  Board 

10,062 

Administrative  Financial  Services 

9,568 

Architecture  and  Engineering 

5,608 

General  Services  Division 

27,525 

Banking  Division 

8,247 

Lottery 

10,556 

Risk  Management  and  Tort  Defense 

5,278 

Information  Technology  Services  Division 

29,690 

State  Personnel  Division 

6,928 

Montana  Consensus  Council 

660 

Total  allocation  to  user  programs 

$119,400 

Charge  per  FTE  of  user  programs 

$476 

$475 

LI  D 
ISSUE 


Rates  Are  Too  High 

The  program  has  no  requirement  to  reserve  the  fund  balance  and  it  only  needs  a  45-day  working  capital 
balance.  The  figure  for  the  fund  indicates  the  net  assets  would  increase  above  60  days  of  operating  expenses.  The 
legislature  may  wish  to  reduce  the  rates  so  the  revenues  generated  are  more  balanced  with  operating  expenses.  Based  on 
the  financial  information  in  the  figure  for  the  fund  and  the  rates  requested,  it  appears  that  if  the  FY  2007  allocation  of 
costs  for  the  portion  of  the  unit  not  for  human  resources  were  reduced  by  8  percent  and  the  per  FTE  charge  for  the 
human  resources  portion  were  reduced  to  $437  in  FY  2007,  the  balance  would  be  limited  to  60  days  of  working  capital. 


The  legislature  has  the  following  options  for  approving  rates  for  the  unit: 

•  Approve  the  rates  as  proposed  by  the  executive 

•  If  the  legislature  wants  to  impact  the  revenues  of  the  unit  to  lower  the  operating  gains  in  FY  2007  so  the  net 
assets  are  less  than  60  days,  approve  rates  lower  than  requested  and  as  determined  above 
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Audit  Review  Program  (Fund  06042) 

Proprietary  Program  Description 

The  Audit  Review  program  is  responsible  for  administering  the  provisions  of  the  Montana  Single  Audit  Act  (MSAA), 
which  specifies  the  audit  requirements  for  all  Montana  local  governments  entities  (2-7-5,  MCA).  The  program  performs 
the  following  services: 

Mails  out  to  and  receives  annual  financial  reports  from  approximately  900  local  governments 

Enters  selected  financial  data  from  the  reports  into  a  database 

Obtains  and  enters  into  the  database  information  regarding  school  district  revenues 

Determines  which  local  government  entities  are  subject  to  audit  under  the  Act  and  notifies  them  of  the  audit 

requirements 

Accepts  applications   from  and  maintains  a  roster  of  independent  auditors  authorized  to  conduct  local 

government  audits 

Prepares  and  keeps  current  a  legal  compliance  supplement  for  use  by  independent  auditors  in  conducting  local 

government  audits 

Receives  and  approves  audit  contracts  for  local  government  audits 

Verifies  that  all  local  governments  required  to  have  audits  do  so 

Receives  and  reviews  local  government  audit  reports  to  determine  whether  the  audits  have  been  conducted  in 

accordance  with  required  standards 

Notifies  state  agencies  of  audit  findings  related  to  financial  assistance  programs  that  they  administer 

Receives  and  reviews  each  local  government's  response  to  the  audit  report  findings  and  determines  whether  the 

entity  has  developed  a  satisfactory  plan  to  correct  deficiencies  noted  in  the  audit  report 

Maintains  copies  of  all  local  government  entity  audit  reports  and  the  local  governments  responses  to  audit 

findings,  and  makes  those  reports  and  responses  available  upon  request  to  state  and  federal  agencies  and  the 

public 

Provides  technical  advice  on  accounting,  auditing,  and  legal  compliance  matters  to  local  governments  and 

certified  public  accountants  conducting  local  government  audits 

Investigates  or  refers  to  auditors  for  follow-up  action  complaints  or  allegations  received  from  the  public,  either 

directly  or  through  the  Legislative  Auditor's  hotline 

roprietary  Revenues  and  Expenses 

The  Audit  Review  Program  receives  revenues  from  two  fees: 

The  report  filing  fee,  required  by  2-7-514,  MCA,  is  based  upon  costs  incurred  by  the  department  for 
administering  the  Audit  Review  Program.  All  local  government  entities  that  are  required  to  submit  audits  pay 
the  filing  fee. 

A  roster  fee  is  collected  from  auditors  for  their  inclusion  on  a  roster  of  independent  auditors  who  are  authorized 
to  audit  local  government  entities  in  Montana. 

The  program  incurs  operating  expenses  for  personal  services  and  operating  costs.  In  FY  2004  personal  services  were 
nearly  $200,000  or  67.3  percent  of  total  operating  costs.  Operating  expenses  of  nearly  $97,000  made  up  the  remaining 
32.7  percent  of  total  expenses.  The  fee  revenues  support  a  staff  of  4.00  FTE. 

The  figure  for  fund  06042  shows  the  revenues,  expenses,  and  fund  balance  for  the  audit  review  proprietary  fund  from  FY 
2002  through  FY  2007. 
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Proprietary  Rate  Explanation 

The  Audit  Review  Program  is  funded  with  two  fees:  1)  audit  report  filing  fee;  and  2)  annual  auditor  roster  fee.  The 
program  also  received  reimbursement  from  audited  entities  for  costs  to  contract  for  special  audits  as  requested.  It  is  the 
intent  of  the  program  to  maintain  fees  sufficient  to  pay  program  costs  at  current  level  staffing.  Because  the  Audit 
Review  Program  is  funded  with  an  enterprise  type  proprietary  fund,  the  legislature  does  not  approve  the  fees  for  the 
program.  Instead,  fees  are  established  in  administrative  rule.  The  Audit  Review  program  does  not  receive  any  direct 
appropriations.  Funding  is  derived  entirely  from  the  fees  described  below,  except  for  occasional  fee  reimbursements  for 
special  audits  or  reviews,  as  discussed  in  more  detail  below. 

Audit  Report  Filing  Fee 

The  audit  report  filing  fee  is  required  by  2-7-514,  MCA.    The  fee  schedule  has  been  adopted  as  ARM  2.4.402  and 

summarized  on  Figure  3D. 


Figure 

3D 

Audit  Report 

7iling  Fees 

Annua!  Revenue  Between 

Fee 

$0.00  and 

$199,999.99 

$0 

200,000.00  and 

499,999.99 

175 

500,000.00  and 

999,999.99 

375 

1,000,000.00  and 

1,499,999.99 

525 

1,500,000.00  and 

2,499,999.99 

600 

2,500,000.00  and 

4,999,999.99 

675 

5,000,000.00  and 

9,999,999.99 

725 

10,000,000.00  and 

greater 

775 

The  above  fee  schedule  provided  $266,800  in  revenue  for  FY  2004.  No  changes  to  the  fee  schedule  are  currently 

planned. 

Annual  Auditor  Roster  Fee 

The  annual  auditor  roster  fee  is  provided  for  by  2-7-506,  MCA.  The  annual  auditor  roster  fee  has  been  adopted  as  ARM 
2.4.406.  The  current  fee  in  the  rule  is  $50  per  year.  There  are  no  plans  to  change  the  fee,  which  provides  approximately 
$3,000  per  year  in  revenue. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

17.00 

0.00 

0.00 

17.00 

0.00 

0.00 

17.00 

17.00 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

860,497 

301,654 
0 
0 

69,406 

22,588 

0 

0 

0 
0 
0 
0 

929,903 

324,242 
0 
0 

68,141 

21,310 

0 

0 

0 
0 
0 
0 

928,638 

322,964 

0 

0 

1,858,541 

647,206 
0 
0 

Total  Costs 

$1,162,151 

$91,994 

$0 

$1,254,145 

$89,451 

$0 

$1,251,602 

$2,505,747 

State/Other  Special 
Capital  Projects 

1,150,609 
11,542 

103,536 
(11,542) 

0 
0 

1,254,145 
0 

100,993 
(11.542) 

0 
0 

1,251,602 
0 

2,505,747 

0 

Total  Funds 

$1,162,151 

$91,994 

$0 

$1,254,145 

$89,451 

$0 

$1,251,602 

$2,505,747 

Program  Description 

The  Architecture  &  Engineering  Program  manages  remodeling  and  construction  of  state  buildings.  Its  functions  include 
planning  new  projects  and  remodeling  projects;  advertising,  bidding,  and  awarding  construction  contracts;  administering 
contracts  with  architects,  engineers,  and  contractors;  disbursing  building  construction  payments;  and  providing  design 
services  for  small  projects.  The  program  also  formulates  a  long-range  building  plan  for  legislative  consideration  each 
session. 
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Architecture  &  Engineering  Program 

Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling 
$181,445  for  the  biennium  over  the  base  (an  average  annual  increase 
of  7.8  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Increases  in  indirect  costs  to  fund  payments  to  centralized 
service  programs  of  the  agency  funded  with  proprietary 
funds 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Architecture  &  Engineen 

Program  Funding 

Base           %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

02030  Arch  &.  Engin  Construction 
05007  Long  Range  Building  Program 
Grand  Total 

$1,150,609             99.0%     $1,254,145 
11.542                1.0% 

100  0% 

S  1,251,602 

100.0% 

$1,162,151            1000%     $1,254,145 

100  0% 

$  1,251,602 

100.0% 

The  Architecture  &  Engineering  Program  is  funded  with  funds  transferred  from  the  long-range  building  capital  projects 
fund  to  a  state  special  revenue  account  established  for  administrative  expenses. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

108,152 

(38,746) 

(14,125) 

31,408 

106,835 

(38,694) 

(14,075) 

30,098 

Total  Statewide  Present  Law  Adjustments 

$86,689 

$84,164 

DP  301  -  Indirect  Administrative  Costs 

0.00                      0 

5,305 

0 

5,305 

0.00 

0 

5,287 

0 

5,287 

Total  Other  Present  Law  Adjustments 

0.00                     $0 

$5,305 

SO 

$5305 

0.00 

$0 

$5387 

$0 

$5387 

Grand  Total  All  Present  Law  Adjustments 

$91,994 

$89,451 

DP  301  -  Indirect  Administrative  Costs  -  An  increase  of  $10,592  state  special  revenue  for  the  biennium  is  requested  to 
fund  increases  in  indirect  cost  payments  for  services  received  from  proprietary  funded  centralized  service  functions  of 
the  agency. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  200b 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

9.95 

0.90 

0.00 

10.85 

0.90 

0.00 

10.85 

10.85 

Personal  Services 
Operating  Expenses 
Transfers 
Debt  Service 

427,589 

107,917 

500,000 

32,050 

80,368 

15,907 

0 

0 

0 
0 
0 
0 

507,957 

123,824 

500,000 

32,050 

80,061 

12,384 

0 

0 

0 
0 
0 
0 

507,650 

120,301 

500,000 

32,050 

1,015,607 

244,125 

1,000,000 

64,100 

Total  Costs 

$1,067,556 

$96,275 

$0 

$1,163,831 

$92,445 

$0 

$1,160,001 

$2323,832 

General  Fund 
Capital  Projects 

567,556 
500,000 

96,275 
0 

0 
0 

663,831 
500,000 

92,445 
0 

0 
0 

660,001 

500,000 

1,323,832 
1,000,000 

Total  Funds 

$1,067,556 

$96,275 

$0 

$1,163,831 

$92,445 

$0 

$1,160,001 

$2,323,832 

Program  Description 

The  General  Services  Division  is  composed  of  four  bureaus  responsible  for  providing  certain  internal  services  to 
government  agencies  and  the  public. 

The  Facilities  Management  Bureau  manages  the  following  services  for  state  agencies  in  the  capitol  complex  and  several 
state-owned  buildings  in  the  Helena  area  either  directly  or  through  the  administration  of  service  contracts:  repair, 
maintenance,  construction,  energy  consumption,  disaster  response  and  recovery,  space  allocation,  lease  negotiation, 
security,  janitorial,  recycling,  pest  control,  and  garbage  collection. 

The  State  Procurement  Bureau  procures  or  supervises  the  procurement  of  all  supplies  and  services,  and  provides 
technical  assistance  to  government  agencies  and  the  public  to  ensure  compliance  with  the  Montana  Procurement  Act. 

The  Print  Services  Bureau  provides  printing  services  to  state  agencies  by  operating  a  central  facility  for  duplicating  and 
binding,  desktop  publishing,  layout  and  design,  graphic  illustration,  and  forms  design.  It  operates  three  quick-copy 
centers,  administers  the  state  photocopy  pool,  and  approves  the  procurement  of  all  printing  and  printing-related 
purchases  for  state  agencies. 

Mail  services  for  state  agencies  in  the  Helena  area  are  provided  through  a  centralized  facility  that  manages  incoming, 
outgoing,  and  interagency  mail.  In  addition,  the  bureau  operates  a  full  service  contract  United  States  post  office  in  the 
state  capitol  building.  The  Property  and  Supply  Bureau  manages  the  Central  Stores  program  and  the  state  and  federal 
surplus  property  programs.  The  division  also  manages  the  state's  vehicle  fueling,  energy  procurement,  and  procurement 
card  functions. 
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Program  Highlights 


Department  of  Administration 
General  Services  Division 
Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling 
nearly  $189,000  for  the  biennium  over  the  base  (an  average  annual 
increase  of  17  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  The  addition  of  1.00  FTE  contract  officer  to  address 
workload  issues 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
General  Services  Program 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
05008  Capitol  Building  Sr 
Grand  Total 

$    567,556 

500.000 

$1,067,556 

53.2%    $    663,831 

46.8%          500.000 

100.0%    $1,163,831 

57.0% 

43.0% 

100.0% 

$     660,001 
500,000 

$1,160,001 

56.9% 

43.1% 

100.0% 

The  General  Services  Division  is  funded  with  general  fund,  capitol  land  grant  trust  fund,  and  proprietary  funds.  General 
fund  provides  funding  for  the  procurement  bureau  and  facilities  maintenance  functions  for  common  areas  of  the  Capitol 
Building,  office  space  for  the  Senate  and  House  of  Representatives,  Governor's  mansion,  public  display  areas  in  the 
Historical  Society  Museum,  and  some  office  space  in  the  museum  building.  Capitol  land  grant  trust  fund  would  be  used 
to  supplement  only  the  general  fund  support  for  common  areas. 

The  following  programs  are  funded  with  proprietary  funds  and  are  not  shown  on  the  main  budget  tables  but  are  discussed 
in  the  proprietary  rates  section  for  the  division: 

Mail  services 

Print  services 

Property  and  supply 

Central  stores 

Facilities  management 

Surplus  property 

State  fueling  network 

State  procurement  card 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006- 

General               State 
FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

54,993 

(19,303) 
(66) 

7,225 

54,871 

(19,298) 

(64) 

6,700 

Total  Statewide  Present  Law  Adjustments 

$42,849 

$42,209 

DP  301  -  Indirect  Administrative  Costs 

0.00                1,333 

DP  604  -  Increase  FTE  in  State  Procurement  Bureau 
1.00               56,828 

DP  608  -  Fund  Switch 

(0.10)               (4,735) 

0 
0 
0 

0 
0 
0 

1,333 
56,828 
(4,735) 

0.00 

1.00 

(0.10) 

1.333 

53,677 
(4.774) 

0 
0 
0 

0 
0 

0 

1,333 
53.677 
(4,774) 

Total  Other  Present  Law  Adjustments 

0.90             $53,426 

SO 

so 

$53,426 

0.90 

$50,236 

$0 

$0 

$50,236 

Grand  Total  All  Present  Law  Adjustments 

$96,275 

192,443 

DP  301  -  Indirect  Administrative  Costs  -  -  An  increase  of  $2,666  general  fund  for  the  biennium  is  requested  to  fund 
increases  in  indirect  cost  payments  for  services  received  from  proprietary  funded  centralized  service  functions  of  the 
agency. 

DP  604  -  Increase  FTE  in  State  Procurement  Bureau  -  An  increase  of  $  1 1 0,505  general  fund  for  the  biennium  is 
requested  to  fund  the  addition  of  1 .00  FTE  contracts  officer  and  operating  costs  to  address  increased  workload  of  the 
State  Procurement  Bureau.  Workload  has  increased  with  the  increased  value  and  complexity  of  contracts  going  to  the 
private  sector  by  state  agencies. 


LID 
COMMKNT 


Growth  of  Consulting  and  Professional  Services 

Total  fund  expenditures  on  the  statewide  accounting  system  for  the  consulting  and  professional 
services  expenditure  account  have  grown  from  $103  million  in  FY  2000  to  $134  million  in  FY  2003.  In  FY  2004, 
expenditures  declined  to  $122  million.  The  additional  FTE  would  address  the  workload  increases  that  have  resulted 
from  the  increased  contracting  by  agencies. 
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DP  608  -  Fund  Switch  -  A  reduction  of  $9,509  general  fund  for  the  biennium  is  requested  to  move  0.10  FTE  purchasing 
agent  from  funding  in  HB  2  to  proprietary  funding  in  the  State  Procurement  Card  Program. 

Proprietary  Program  Description 

The  General  Services  Division  provides  the  following  functions  funded  with  proprietary  fund.  These  programs  are 
described  below  along  with  a  discussion  of  the  program  revenues,  expenses,  and  rates  being  requested  to  finance  the 
programs: 

Facilities  management 

Mail  services 

Print  services 

Surplus  property 

Central  Stores 

Statewide  Fueling  Network 

Procurement  Card 

Facilities  Management  Bureau  (Fund  06528) 

Proprietary  Program  Description 

The  Facilities  Management  of  the  state  capitol.  The  bureau  provides  facilities  management  assistance,  including  repair, 
maintenance,  and  construction  services  to  state  agencies  in  the  Helena  area  and  provides  statewide  leasing  assistance  to 
agencies  to  negotiate  co-location  of  agencies  to  procure  leased  space  for  field  offices.  The  bureau  also  manages  the 
office  waste  paper  products  recycling  program  in  the  Helena  area.  The  program  serves  all  agencies  and  units  within  state 
government. 

Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  Facilities  Management  Bureau  had  revenues  of  roughly  $5.9  million  from  rent  payments  paid  by  tenant 
agencies.  Rent  payments  make  up  94.8  percent  of  revenues  for  the  bureau,  revenue  collected  from  construction  cost 
recovery  adds  about  3.6  percent  to  revenues,  and  recycling  revenue  provides  the  remaining  1.6  percent.  These  rent 
payments  were  received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  listed: 

General  fund  (45.5  percent),  $2,685,000 

State  special  revenue  (15.8  percent),  $936,000 

Federal  special  revenue  (17.7  percent),  $1,045,000 

Proprietary  funds  (20.4  percent),  $1,203,000 

All  other  funds  (0.7  percent),  $37,000 

Also  in  FY  2004,  a  transfer  of  $500,000  from  capitol  land  grant  trust  fund  revenues  funded  additional  operations  of  the 
program.  This  same  amount  is  also  planned  for  FY  2005. 

In  FY  2004,  revenues  funded  personal  services  for  22.10  FTE  and  operating  costs.  Personal  services  of  roughly 
$950,000  million  were  15  percent  of  expenses.  The  lion's  share  of  costs  was  for  operating  expenses  amounting  to  $5.3 
million  or  85  percent  of  program  expenses.  Operating  expenses  are  comprised  of  utilities,  repair  and  maintenance,  and 
contracted  services.  The  program  contracts  for  these  functions:  insurance,  janitorial,  mechanical,  elevator,  pest  control, 
and  security  services.  All  contracted  costs  are  expected  to  increase  in  the  2007  biennium  due  to  anticipated  increases  in 
fire  sprinkler  inspection  costs,  new  janitorial  contracts,  and  prevailing  wage  increases  applied  to  the  mechanical  contract. 
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Significant  increases  above  the  FY  2004  expense  level  that  are  included  in  the  rates  for  the  2007  biennium  are  the 
following: 

•  Insurance  and  bonds  would  increase  about  $200,000  each  year  for  an  increase  of  73  percent  on  a  base  of  about 
$275,000,  primarily  due  to  the  insurance  for  the  Capitol  Building  asset  values  being  raised  and  due  to  increases 
in  boiler  and  machinery  equipment 

•  Fire  suppression  services  would  increase  about  $16,000  each  year  for  an  increase  of  387  percent  on  a  base  of 
about  $4,000  that  funded  a  one-time  equipment  inspection.  Cost  increases  are  due  to  costs  to  initiate  an  annual 
inspection  and  testing  program  for  fire  suppression  equipment 

•  Janitorial  services  would  increase  about  $198,000  in  FY  2007  for  an  increase  of  23  percent  on  a  base  of  about 
$854,000,  due  to  higher  costs  anticipated  when  new  service  contracts  are  negotiated  for  FY  2007.  Contract  costs 
are  anticipated  to  increase  due  to  prevailing  wages  and  higher  contractor  insurance  and  bonding  costs 

•  Shop  supplies  would  increase  about  $19,000  each  year  for  an  increase  of  67  percent  on  a  base  of  about  $28,000 

•  Electricity  would  increase  about  $192,000  in  FY  2006  for  an  increase  of  19  percent  on  a  base  of  about 
$1,000,000,  but  would  only  increase  $57,000  in  FY  2007  or  6  percent  above  the  base 

•  Natural  gas  would  increase  an  average  of  $236,000  each  year  for  an  increase  of  58  percent  on  a  base  of  about 
$400,000 

•  Repair  and  maintenance  of  buildings  and  grounds  would  increase  about  $90,000  each  year  for  an  increase  of  1 4 
percent  on  a  base  of  about  $638,000 

•  Taxes  and  assessments  would  increase  about  $3,000  each  year  for  an  increase  of  7  percent  on  a  base  of  about 
$43,000,  due  to  increases  in  local  assessments  for  street  and  sidewalk  maintenance,  and  storm  water  and  water 
quality  districts 

Increases  for  electricity  and  natural  gas  are  factored  into  rates  to  recover  losses  experienced  from  higher  costs 
experienced  during  the  current  biennium  that  were  not  included  in  the  rates  for  the  2005  biennium. 

The  figure  for  fund  06528  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  This  figure 
shows  operating  revenues  from  fees  and  charges  are  less  than  operating  expenses  and  would  result  in  operating  losses  in 
every  year.  However,  planned  transfers  from  the  capitol  land  grant  trust  fund  have  been  used  since  the  2003  biennium  to 
balance  the  fund  and  are  used  to  fund  qualifying  maintenance  activities  that  improve  or  extend  the  life  of  the  facilities. 
As  a  result,  the  fund  balance  at  the  end  of  the  2007  biennium  is  projected  to  be  adequate  to  finance  37  days  of  operating 
expenses. 

Proprietary  Rate  Explanation 

Rent  is  assessed  on  a  cost  per  square  foot  basis  to  each  agency  occupying  space  in  the  buildings  controlled  by  the 
Department  of  Administration.  The  rates  are  established  to  cover  the  cost  of  personal  services  and  operating  expenses 
including  maintenance  and  equipment.  Project  work  completed  for  agencies  by  in-house  staff  or  contracted  with  an 
outside  vendor  is  on  a  cost  recovery  basis. 

Figure  6A  shows  the  historical  rates  and  requested  rates  requested  for  the  2007  biennium. 


Figure  6A 

Facilities  Management  Bureau 

Base  and  Requested  Rates 


Actual     Requested     Requested 
FY  2004    FY  2006      FY  2007 


Office  Rent  (per  sq.  ft.) 

$5,988 

$6,613 

$6,681 

Warehouse  Rent  (per  sq.  ft.) 

2.270 

3.901 

3.969 

Project  Mgmt  (In-house) 

15% 

15% 

15% 

Project  Mgmt  (Contracted) 

5% 

5% 

5% 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 
6528             Rent  &  Maintenace 

Agency  # 
6101 

Agency  Name 
Department  of  Administration 

Program  Name 
General  Services  Division 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Revenue  from  Office  Rental  Rate 
Revenue  from  Warehouse  Rental  Rate 
Revenue  from  Recycling  Revenue 
Revenue  from  Handyman  Charges 
Revenue  from  Project  Work 
Revenue  from  Fee  F 

Net  Fee  Revenue 

Investment  Earnings 

Securities  Lending  Income 

Premiums 

Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

5,673,204 

215,404 

10,000 

45,000 

55,000 

6,359,180 

366,940 

20,000 

50,000 

70,000 

6,423,608 

373,336 

20,000 

50,000 

70,000 

5,231,914 
339 

4,874,173 
55 

5,905,695 
420 

6,094,870 

6,866,120 

6,936,944 

5,232,253 

887,837 
4,564,464 

4,874,228 

930,895 
4,595,466 

5,906,115 

949,052 
5,209,407 

6,094,870 

1,036,378 
5,510,947 

6,866,120 

1,062,537 
6,303,600 

6,936.944 

1,061,557 
6,367,215 

5,452,301 
(220,048) 

5,526,361 
(652,133) 

6,158,459 
(252,344) 

6,547,325 
(452,455) 

7,366,137 
(500,017) 

7,428,772 
(491,828) 

(220,048) 

26,522 
933,055 
(418,000) 

(652,133) 

933,055 
(492,000) 

(252,344) 
500,000 

(452,455) 
500,000 

(500,017) 
500,000 

(491 ,828) 
500,000 

321,529 

207,289 
102,309 

309,598 

(211,078) 

631,127 
47,431 

678,558 

247,656 

467,480 
1,471 

468.951 

47,545 
716,607 

716,607 

(17) 
764,152 

764,152 

8,172 
764,135 

764,135 

631,127 

467,480 

716,607 

764,152 

764,135 

772,307 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

908,717 

921,060 

1,026,410 

1,091,221 

1,227,690 

1,238,129 

Significant  Present  Law  Adjustments 

Rates  for  office  space  rent  would  increase  an  average  of  1 1  percent  for  each  year  over  the  FY  2004  level,  while  rates  for 
warehouse  space  rent  would  increase  an  average  of  73  percent  for  each  year.  Increases  in  both  office  and  warehouse 
space  rent  are  primarily  attributed  to  cost  increases  identified  above  for  the  more  significant  expense  items.  The  largest 
increases  in  expenses  would  be  associated  with  utilities,  contracted  services,  and  facilities  repair  and  maintenance,  which 
combined  comprise  roughly  80  percent  of  the  costs  for  the  program.  However,  the  executive  has  evaluated  the 
methodology  for  allocating  costs  between  office  and  warehouse  rent  and  has  allocated  more  costs  to  warehouse  rent  that 
previously  were  only  recovered  in  office  space  rental  rates.  Previously,  only  utility  costs  were  allocated  to  warehouse 
rental  rates,  but  with  more  demands  for  other  services  in  warehouse  operations,  other  facility  costs  associated  with 
warehouse  activity  have  been  allocated  to  the  warehouse  rates  for  the  2007  biennium.  The  reallocation  of  costs  between 
warehouse  and  office  spaces  has  resulted  in  lower  increases  for  office  space  rates  than  would  have  occurred  without  the 
change  in  cost  allocation,  but  has  resulted  in  a  near  doubling  of  warehouse  rates. 
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Significant  New  Proposals 

The  rates  for  office  space  rent  in  the  2007  biennium  include  costs  to  contract  with  the  Information  Technology  Services 
Division  of  the  department  to  manage  the  security  database  for  building  access  security  systems.  The  $40,000  cost  for 
each  year  to  contract  for  a  security  database  manager  would  add  $0,025  per  square  foot  to  the  cost  of  office  space  rent. 

Print  and  Mail  Services  Bureau  (Fund  06530) 

Proprietary  Program  Description 

The  Print  and  Mail  Services  Bureau  provides  printing,  mail  services,  duplicating,  desktop  publishing,  layout  and  design, 
graphic  and  illustrative  art,  forms  design,  reprographics,  binding  and  quick  copy,  and  photocopier  pools  services  for  state 
agencies.  The  bureau  has  seven  basic  components:  1)  internal  printing;  2)  external  (contracted)  printing;  3)  photocopy 
pool;  4)  mail  preparation;  5)  central  mail  operations;  6)  inter-agency  (deadhead  mail);  and  7)  postal  contract  station  with 
locked  mail  boxes  in  the  Capitol.  Customers  include  all  agencies  and  units  within  state  government.  Use  of  the 
photocopy  pool  is  optional.  A  state  agency  may  buy  its  own  copier  through  the  State  Procurement  Bureau.  All  printing 
or  purchasing  of  printing  is  requested  through  print  services,  which  determines  the  most  cost  effective  method  of  project 
completion.  Not  all  requests  for  printing  are  completed  internally.  Nearly  65  percent  of  printing  expenditures  are 
procured  through  commercial  vendors.  The  Postal  Contract  Station  provides  mail  services  to  the  public.  On  July  1. 
2003  the  two  separate  funds  of  Print  Services  (06530)  and  Mail  Services  (06253)  merged  into  one  fund,  Print  and  Mail 
Services  (06530). 

Proprietary  Revenues  and  Expenses 

The  Print  and  Mail  Services  Bureau  provides  all  services  as  presented  in  the  program  description.  Seven  basic  service 
categories  provide  revenues  for  the  operations  of  the  program  in  the  following  percentages: 

•  Internal  printing  charges  user  agencies  for  graphic  design  and  layout,  desktop  publishing,  reprographics, 
duplicating,  bindery,  and  quick  copy  -  13.7  percent  of  revenue 

•  External  printing  procures  printing  through  commercial  vendors  -  34.5  percent  of  revenue 

•  Photocopy  pool  provides  state  agencies  with  photocopiers  -  9.0  percent  of  revenue 

•  Mail  preparation  prepares  documents  for  mailing  and  includes  tabbing,  labeling,  inkjet  addressing,  inserting,  and 
bar  coding  -  3.4  percent  of  revenues 

•  Central  mail  operations,  which  include  mail  pick-up  and  delivery  in  agency  offices,  metering  of  out-going  U.S. 
Mail,  United  Parcel  Services  (UPS),  and  express  mail  services  -  37.4  percent  of  revenue 

•  Inter-agency  (deadhead)  mail  provides  sorting  and  delivery  of  incoming  mail  and  pickup  and  delivery  of 
deadhead  mail  -  1.5  percent  of  revenue 

•  Postal  contract  station  located  at  the  Capitol  provides  postal  services  to  the  public  -  0.5  percent  of  revenue 

In  FY  2004,  Print  and  Mail  Services  Bureau  had  revenues  of  roughly  $8.6  million  from  fees  paid  by  agencies  statewide. 
The  payments  for  these  revenues  were  accounted  in  agency  expenditures  to  several  different  expenditure  accounts. 
Some  of  the  expenditure  accounts  used  to  account  for  payments  to  the  bureau  are  used  to  account  for  activities  that  are 
not  associated  with  the  bureau  or  its  revenues,  such  as  expenditures  for  postage  and  mailing,  in  which  agencies  may  pay 
postage  costs  without  using  bureau  services.  Because  there  is  not  a  one-for-one  relationship  between  the  revenues 
received  for  bureau  services  and  the  expenditures  coded  to  the  state  accounting  system  for  the  payment  of  the  services 
received  from  the  bureau,  approximations  based  on  statewide  spending  for  related  items  were  used  to  provide  an  estimate 
of  the  sources  of  funds  used  to  finance  the  services  of  the  Print  and  Mail  Services  Bureau.  Figure  6B  shows  the 
approximate  FY  2004  funding  and  funding  percentages  used  to  make  payments  to  the  bureau  for  printing  and  mail 
services  so  the  legislature  can  see  how  expenses  and  rates  of  the  bureau  impact  other  funds  of  bureau  users. 
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Figure  6B 

Funding  for  Payments  to  Print  and  Mail  Services 

State 

Federal 

General     Special 
Fund      Revenue 

Special 
Revenue 

Proprietary     Other 

Total 

Photocopy  Pool 

Source  amount 

$192,000  $256,000  $203,000 

$103,000  $22,000 

$776,000 

Source  percentage 

25%          33% 

26% 

13%          3% 

Messenger  Services 

Source  amount 

47,000       23,000 

19,000 

30,000      8,000 

$127,000 

Source  percentage 

37%          18% 

15% 

24%         6% 

Mail  Preparation  and  Central  Mail  (Combined) 

Source  amount 

943,000  1,195,000 

700,000 

577,000    92,000  $3,507,000 

Source  percentage 

27%          34% 

20% 

16%         3% 

Internal  and  External  Printing  (Combined) 

Source  amount 
Source  percentage 

726,000  1,919,000 
18%          46% 

934,000 
23% 

451,000  114,000! 
11%         3%" 

.4,144,000 

In  FY  2004,  revenues  funded  personal  services  for  42.70  FTE,  operating  costs,  and  equipment.  Personal  services  of  $1.1 
million  were  roughly  13.3  percent  of  expenses,  with  operating  costs  of  $7.2  million  or  84.2  percent,  and  equipment  of 
$222,000  or  2.5  percent  accounting  for  the  remaining  expenses  of  the  bureau. 

Major  internal  printing  costs,  excluding  personal  services,  are  for  direct  materials  used  in  production,  such  as  paper  and 
ink,  equipment  repair  and  maintenance,  and  equipment  replacement.  Historical  demand  by  agencies  for  printing  services 
has  remained  fairly  consistent  with  higher  demand  cycles  when  the  legislature  is  in  session.  There  are  no  changes  or 
significant  growth  expected  in  the  demand  pattern.  Unscheduled  equipment  repair  or  replacement  provided  the  greatest 
amount  of  uncertainty  to  forecasting  costs  for  internal  printing. 

For  external  printing  the  major  expenses  are  pass-through  costs  of  commercial  print  vendors.  These  costs  have 
historically  remained  fairly  consistent,  but  vary  depending  upon  complexity  and  quantity  of  agency  print  projects. 

Major  expenses  for  the  photocopy  pool  are  pass-through  photocopy  costs,  such  as  payments  made  to  contracted  vendors 
and  personnel  services. 

Overhead  costs  for  administration,  accounting,  and  supplies  are  allocated  to  six  of  Print  and  Mail  Services  Bureau 
service  categories  based  on  FTE.  The  Capitol  Post  Office  contract  does  not  allow  reimbursement  for  overhead  costs. 

The  figure  for  fund  06530  shows  the  financial  information  for  the  fund  from  fiscal  2002  through  fiscal  2007,  including 
revenues,  expenses,  and  fund  equity  balances. 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 
6530             Print  &  Mail  Services 

Agency  # 
6101 

Agency  Name 
Department  of  Administration 

Program  Name 
General  Services 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Internal  Printing 

External  Printing 

Photocopy  Pool 

Mail  Preparation 

Mail  Operations 

Inter-agency  (Deadhead  Mail) 

Postal  Contract  Station 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 

Other  Operating  Expenses 

Equipment 

Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

1.363,722 

3,032,916 

820,396 

3,347,566 

168,063 

38,976 

1,513,709 

2,808,792 

777,976 

3,233,887 

166,389 

38.976 

1.177,102 

2,967,083 

775,990 

292,058 

3,214.786 

127,631 

38,976 

1,389,102 

3,000.000 

790,990 

321,264 

3,233,887 

125,648 

38,976 

1.177,102 

3,000,000 

775,990 

321 ,264 

3,174,976 

165,458 

38.976 

1,389,102 

3.000,000 

790,990 

321,264 

3,194,077 

165,458 

38,976 

8.771,639 
675 

8,539,729 
3 

8,593,626 
730 

8,899,867 

8,653,766 

8,899.867 

8,772.314 

1,232.658 

7.238.826 

330,558 

8,539,732 

1.285,905 

6,907,119 

154.494 

8,594,356 

1,140,013 

7,237,806 

221,808 

8,899,867 

1 ,554,298 

6,992,812 

442,563 

8.653,766 

1,397,679 

7,287,780 

221.808 

8.899.867 

1 ,474,852 

7,531.451 

221.808 

8,802,042 
(29,728) 

(21,002) 

8,347.518 
192,214 

(20,215) 

8,599,627 
(5,271) 

(1,947) 

8.989,673 
(89,806) 

8,907.267 
(253,501) 

9.228.111 
(328.244) 

(21,002) 
(50,730) 

(20,215) 
171,999 

(1,947) 
(7,218) 

(89,806) 

(253.501) 

(328.244) 

(50,730) 
1,624,707 

1,624,707 

171.999 

1,573,977 
1,453 

1,575,430 

(7,218) 

1,747,429 
(71,132) 

1,676.297 

(89,806) 
1,669.079 

1,669.079 

(253,501) 
1,579,273 

1.579.273 

(328,244) 
1,325,772 

1.325.772 

1,573,977 

1,747,429 

1.669,079 

1.579,273 

1,325,772 

997,528 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

1,467,007 

1,391,253 

1,433,271 

1 ,498,279 

1,484,545 

1,538,019 

Proprietary  Rate  Explanation 

For  the  2007  biennium,  the  executive  requests  the  legislature  not  approve  specific  rates  for  the  operations  of  the  Print  and 
Mail  Services  Bureau,  but  an  operating  parameter  that  limits  the  program  from  charging  rates  that  collect  more  that  60 
days  of  working  capital.  Figures  6C  through  6G  show  the  historic  and  budgeted  rates  from  FY  2002  through  FY  2007. 
The  rates  that  would  actually  be  charged  to  users  are  not  expected  to  change  except  for  the  allocation  of  bureau  costs  for 
the  inter-agency  mail  services.  The  inter-agency  mail  allocation  is  expected  to  increase  by  29.6  percent  for  each  year  of 
the  2007  biennium  from  the  FY  2004  level  of  $127,631. 
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LFD 
COMMENT 


Implication  of  the  Proposed  Rates 

If  the  legislature  approves  the  proposed  working  capital  rates,  the  bureau  would  be  free  to  adjust 
rates  as  needed  to  maintain  the  working  capital  balance.  Increases  in  program  costs  would  be  passed  on  to  users  as 
higher  rates  for  services.  The  fixed  cost  budgets  in  agencies  are  based  upon  current  program  costs.  Therefore,  any 
increased  costs  would  have  to  be  absorbed  by  the  agencies. 


LFD 
ISSUE 


Inter-agency  Mail  Rate 

Previously,  the  legislature  has  approved  a  maximum  allocation  of  inter-agency  mail  costs  as  the  rate  for 
the  service.  As  requested,  the  rate  would  now  be  bundled  with  the  60-day  working  capital  rate  requested  for  the 
remaining  operations  of  the  Print  and  Mail  Services  Bureau. 

The  legislature  may  wish  to  approve  the  allocation  of  inter-agency  mail  costs  separately  instead  of  bundling  this  service 
with  the  working  capital  rate  requested  for  the  bureau.  Approving  a  maximum  level  at  which  inter-agency  costs  can  be 
allocated  to  users  would  establish  an  upper  limit  on  costs  the  agencies  pay,  would  align  the  revenues  for  the  inter-agency 
mail  portion  of  the  bureau  with  the  budgets  agencies  have  for  paying  for  the  service,  and  would  provide  an  incentive  for 
the  program  to  manage  program  expenses. 

The  executive  has  included  allocations  of  $162,180  for  each  year  of  the  2007  biennium  in  agency  budgets.  The 
legislature  may  want  to  approve  the  same  level  as  the  rates  for  inter-agency  mail. 

For  a  further  discussion  of  rates  based  on  maintaining  a  working  capital  level,  refer  to  the  agency  narrative  section. 
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Figure  6C 

Historical  and  Budgeted 

Rates 

Internal  Printing 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Budgeted 

Fee  Group 

FY  2002 

FY20  03 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

1-20 

$0,055 

$0,055 

$0,059 

J0HSV 

$0,059 

$0059 

21-100 

0.024 

0.024 

0.026 

0.026 

0.026 

0.026 

101-1000 

0.012 

0.012 

0.015 

0.015 

0.015 

0.015 

1001-5000 

0.006 

0.006 

0.006 

0.006 

0.006 

0.006 

5000  + 

0.003 

0.003 

0.003 

0.003 

0.003 

0.003 

Collating  Machine 

.006/sheet 

0.006 

0.006 

0.006 

0.006 

0.006 

Collating  Hand 

.50/rain 

0.5 

0.5 

0.5 

0.5 

0.5 

Stapling  Hand 

.015/staple 

0.015 

0.015 

0.015 

0.015 

0.015 

Stapling  In-line 

.01 /set 

.01 /set 

.01  /set 

.01 /set 

.01  /set 

.01  /set 

Saddle  Stitch 

.03/set 

.03/set 

.03/set 

.03/set 

.03/set 

.03/set 

Folding 

10.00+005/sht 

10.00+.005/sht 

10.00+005/sht 

10.00+005/sht 

I0.00+.005/sht 

10.00+.005/sht 

Folding  Right  Angle 

10.00+.005/sht 

10.00+.005/sht 

10.00+005/sht 

10.00+005/sht 

l0.00+.005/sht 

l0.00+.005/sht 

Folding  In-line 

.03/set 

.03/set 

.03/set 

.03/set 

.03/set 

.03/set 

Punching  St  3  hole 

Hill    Oil 

.001/sht 

,001/sht 

.001/sht 

.001/sht 

.001/sht 

Punching  Non  St 

3.00+.00t/sht 

3.00+.00l/sht 

3.00+.001/sht 

3.00+.001/sht 

3.00+.00l/sht 

3.00+.001/sht 

Cutting 

,55/min 

-55/min 

.55/min 

.55/mm 

.55/min 

.55/min 

Padding 

.002/sheet 

.002/sheet 

.002/sheet 

.002/sheet 

.002/sheet 

.002/sheet 

Scoring,  perf,  num 

5  00+Dup  rale 

5.00+Dup  rate 

5. 00+Dup  rate 

5. 00+Dup  rate 

5.00+  Dup  rale 

5.00+Dup  rate 

Perfect  Binding 

15.00+.SS/min 

15.00+.55/min 

15.00+.55/min 

l5.00+.55/min 

l5.00+.55/min 

15.00+.55/min 

Tape  Binding 

,50/each 

.50/each 

.50/each 

.50/each 

.50/each 

.50/each 

Tabs 

.50/set 

.50/set 

.50/set 

.50/set 

.50/set 

.50/set 

Transparencies 

.50/each 

.50/each 

.50/each 

.50/each 

.50/each 

.50/each 

Tabbing 

.01  /each 

.01 /each 

- 

— 

— 

— 

Address  Labels 

.01 /each 

.01 /each 

— 

— 

— 

— 

Ink  Jet  Address 

.03/each 

.03/each 

— 

— 

— 

— 

Shrink  Wrapping 

.25/each 

.25/each 

.25/each 

.25/each 

.25/each 

.25/each 

Hand  Bindery 

.50/rain 

.50/min 

.50/min 

.50/min 

.50/min 

.50/min 

Graphic  Arts 

32.00/hr 

32.00/hr 

36.00/hr 

36.00/hr 

36.00/hr 

36.00/hr 

Negatives  Stripped 

10x12 

11.30 

11  JO 

11.30 

11.30 

11.30 

11.30 

12x20 

19.15 

19.15 

19.15 

19.15 

19.15 

19.15 

20x24 

34.85 

34.85 

34.85 

34.85 

34.85 

34.85 

Figure  6D 

Historical  and  Budgeted 

Rates 

Internal  Printing  (continued) 

Actual 

Actual 

Actual     Budgeted 

Budgeted 

Budgeted 

Fee  Group 

FY  2002  FY20  03  FY  2004 

FY  2006 

FY  2007 

Negatives  Stripped 

Halftone 

10x12 

16.05 

16.05 

16.05 

16.05 

16.05 

16  05 

PMT's  Positive 

10x12 

6.65 

6.65 

6.65 

6.65 

6.65 

6.65 

12x20 

13.35 

13.35 

13.35 

13.35 

13.35 

13.35 

20x24 

26.70 

26.70 

26.70 

26.70 

26.70 

26.70 

PMT's  Halftone 

10x12 

10.15 

10.15 

10.15 

10.15 

10.15 

10.15 

Metal  Plates 

8.5x11 

8.00 

8.00 

10.00 

10.00 

10.00 

10.00 

11x17 

9.00 

9.00 

20.00 

20.00 

20.00 

20.00 

Silver  Plates 

8.5x11 

7.00 

7.00 

8.00 

8.00 

8.00 

8.00 

11x17 

8.00 

8.00 

9.00 

9.00 

9.00 

9.00 

CTP  Plates 

8.5x11 

— 

— 

8.00 

8.00 

8.00 

8.00 

11x17 

— 

*~ 

9.00 

9.00 

9.00 

9.00 
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Figure  6E 

Historical  and  Budgeted  Rates 

External  Printing  and  Photocopy  Pool 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Budgeted 

Fee  Group 

FY  2002 

FY20  03 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

External  Printing  Percent  of  Invoice 

Mark-up 

6% 

6% 

6% 

6% 

6% 

6% 

Photocopy  Pool  Copier  Monthly  Charge 

Level  1 

$42.00 

$42.00 

$42.00 

$42.00 

$42.00 

$42.00 

Level  2 

99.60 

99.60 

99.60 

99.60 

99.60 

99.60 

Level  3 

190.80 

190.80 

190.80 

190.80 

190.80 

190.80 

Level  4 

238.00 

238.80 

238.80 

238.80 

238.80 

238.80 

Level  5 

343.20 

343.20 

343.20 

343.20 

343.20 

343.20 

Level  6 

448.80 

448.80 

448.80 

448.80 

448.80 

448.80 

Level  7 

483.60 

483.60 

483.60 

483.60 

483.60 

483.60 

Optional  Features  For  Digital  Copiers 

Level  2 

Print  Cost  per  page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Print  Controller 

43.20 

43.20 

43.20 

43.20 

43.20 

43.20 

4.3  GB  Hrd  Disk  Dr 

10.80 

10.80 

10.80 

10.80 

10.80 

10.80 

Postscript  Print 

15.60 

15.60 

15.60 

15.60 

15.60 

15.60 

Fax  Cost  per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Fax  Option 

27.60 

27.60 

27.60 

27.60 

27.60 

27  60 

Dual  Phone  Line 

16.80 

16.80 

16.80 

16.80 

16.80 

16.80 

32mb  Fax  Memory 

7.20 

7.20 

7.20 

7.20 

7.20 

7.20 

JBIG  Function  Upg 

10.80 

10.80 

10.80 

10.80 

10.80 

10.80 

Internal  Exit  Tray 

8.40 

8.40 

8.40 

8.40 

8.40 

8.40 

Level  3 

Print  Cost  per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Print  Controller 

79.20 

79.20 

79.20 

79.20 

79.20 

79.20 

Post  Script 

32.40 

32.40 

32.40 

32.40 

32.40 

32.40 

9  Bin  Mailbox 

68.40 

68.40 

68.40 

68.40 

68.40 

68.40 

Mailbox  Bridge  Unit 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

Fax  Cost  per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Fax  Option 

30.00 

30.00 

30.00 

30.00 

30.00 

30.00 

JBIG/Fax  Upg 

10.80 

10.80 

10.80 

10.80 

10.80 

10.80 

63  Interface  Unit 

18.00 

18.00 

18.00 

18.00 

18.00 

18.00 

32mb  Fax  Memory 

4.80 

4.80 

4.80 

4.80 

4.80 

4.80 

Fax  Handset 

2.40 

2.40 

2.40 

2.40 

2.40 

2.40 

Internal  Exit  Tray 

12.00 

12.00 

12.00 

12.00 

12.00 

12.00 
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Figure  6F 
Historical  and  Budgeted  Rates 


Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Budgeted 

Fee  Group 

FY  2002  F 

FY  2005 

FY  2006 

FY  2007 

Level  4 

Print  Cost  Per  Copy 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Print  Controller 

79.20 

79.20 

79.20 

79.20 

79.20 

79.20 

Post  Script  Print 

32.40 

32.40 

32.40 

32.40 

32.40 

32.40 

9  Bin  Mail  Box 

68.40 

68.40 

68.40 

68.40 

68.40 

68  40 

Mailbox  Bridge  Unit  14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

Fax  Cost  Per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Fax  Option 

30.00 

30.00 

30.00 

30.00 

30.00 

30.00 

JBIG  Fax  Upgrade 

10.80 

10.80 

10.80 

10.80 

10.80 

10.80 

63  Interface  Unit 

18.00 

18.00 

18.00 

18.00 

18.00 

18.00 

32m  b  Fax  Memory 

4.80 

4.80 

4.80 

4.80 

4.80 

4.80 

Fax  Handset 

2.40 

2.40 

2.40 

2.40 

2.40 

2.40 

Internal  Exit  Tray 

12.00 

12.00 

12.00 

12.00 

12.00 

12.00 

Level  5 

Print  Cost  per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Print  Controller 

67.20 

67.20 

67.20 

67.20 

67.20 

67.20 

Post  Script  Print 

49.20 

49.20 

49.20 

49.20 

49.20 

49.20 

Ethernet  NIC 

15.60 

15.60 

15.60 

15.60 

15.60 

15.60 

9  Bin  Mail  Box 

68.40 

68.40 

68.40 

68.40 

68.40 

68.40 

Mailbox  Bridge  Unit 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

32mb  Print  Memory 

6.00 

6.00 

6.00 

6.00 

6.00 

6.00 

64mb  Print  Memory 

12.00 

12.00 

12.00 

12.00 

12.00 

12.00 

128mb  Print  Memory 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

Level  6 

Print  Cost  per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Print  Controller 

67.20 

67.20 

67.20 

67.20 

67.20 

67.20 

Post  Script  Print 

49.20 

49.20 

49.20 

49.20 

49.20 

49.20 

Ethernet  NIC 

15.60 

15.60 

15.60 

15.60 

15.60 

15.60 

9  Bin  Mailbox 

68.40 

68.40 

68.40 

68.40 

68.40 

68.40 

Mailbox  Bridge  Unit 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

32mb  Print  Memory  6.00 

6.00 

6.00 

6.00 

6.00 

6.00 

64mb  Print  Memory 

12.00 

12.00 

12.00 

12.00 

12.00 

12.00 

128mb  Print  Mem 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

Level  7 

Print  Cost  per  Page 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

0.0132 

Print  Controller 

67.20 

67.20 

67.20 

67.20 

67.20 

67.20 

Post  Script 

49.20 

49.20 

49  20 

49.20 

49.20 

49.20 

Ethernet  NIC 

15.60 

15.60 

15.60 

15.60 

15.60 

1560 

9  Bin  Mailbox 

68.40 

68.40 

68.40 

68.40 

68.40 

68.40 

Mailbox  Bridge  Unit 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 

32mb  Print  Memory 

6.00 

6.00 

6.00 

6.00 

6.00 

6.00 

64mb  Print  Memory 

12.00 

12.00 

12.00 

12.00 

12.00 

12.00 

128mb  Print  Memory 

14.40 

14.40 

14.40 

14.40 

14.40 

14.40 
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Figure  6G 

Historical  and  Budgeted  Rates 

Mail  Preparation,  Mail  Op 

erations, 

Inter-agency  Mail,  Capitol  Post  Office 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Budgeted 

Fee  Group 

FY  2002       FY20  03 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

Mail  Preparation 

Tabbing 

— 

— 

.01  each 

.01  each 

.01  each 

.01  each 

Labeling 

— 

— 

.01  each 

.01  each 

.01  each 

.01  each 

Ink  Jet 

— 

— 

.03  each 

.03  each 

.03  each 

.03  each 

Inserting 

— 

— 

.01  each 

.01  each 

.01  each 

.01  each 

Winsort 

— 

— 

.05  each 

.05  each 

.05  each 

.05  each 

Mail  Operations  Service  Type  (each) 

Machinable 

0.05 

0.05 

0.03 

0.03 

0.03 

0.03 

Non-Machinable 

0.08 

0.08 

0.06 

0.06 

0.06 

0.06 

Post  cards 

0.04 

0.04 

0.04 

0.04 

0.04 

0.04 

Certified  Mail 

0.50 

0.50 

0.40 

0.40 

0.40 

0.40 

Registered  Mail 

0.50 

0.50 

0.40 

0.40 

0.40 

0.40 

Intematl  Mail 

0.50 

0.50 

0.25 

0.25 

0.25 

0.25 

Flats 

0.15 

0.15 

0.08 

0.08 

0.08 

0.08 

Priority 

0.50 

0.50 

0.40 

0.40 

0.40 

0.40 

Express  Mail 

0.50 

0.50 

0.40 

0.40 

0.40 

0.40 

USPS  Parcels 

0.15 

0.15 

0.25 

0.25 

0.25 

0.25 

Insured  mail 

0.50 

0.50 

0.40 

0.40 

0.40 

0.40 

Media  Mail 

0.15 

0.15 

0.25 

0.25 

0.25 

0.25 

Bulk  Mail 

0.06 

0.06 

0.10 

0.10 

0.10 

0.10 

Postage  Due 

0.45 

0.45 

0.05 

0.05 

0.05 

0.05 

Fee  Due 

0.45 

0.45 

0.05 

0.05 

0.05 

0.05 

Tapes 

0.15 

0.15 

0.15 

0  15 

0.15 

0.15 

UPS  Parcels 

0.15 

0.15 

0.15 

0.15 

0.15 

0.15 

Inter-agency  Mail 

Dollars-yearly 

$     168,063    $ 

166.389 

$     127,631 

$     125.648 

$     165.458 

$     165,458 

Postal  Contract  (Capitol) 

Dollars-yearly 

$       38.976    $ 

38.976 

$       38,976 

$       38,976 

$       38,976 

$       38,976 

Central  Stores  Program  (Fund  06531) 

Proprietary  Program  Description 

The  Central  Stores  Program  develops  standard  specifications,  procures,  warehouses,  and  delivers  commonly  used  items 
to  all  state  agencies  and  participating  local  governments.  Customers  include  all  agencies  and  units  within  state 
government  and  participating  local  governments. 

Section  18-4-302(3),  MCA,  mandates  state  agencies  to  use  central  stores  unless  the  publicly  advertised  price  of  an 
alternate  supplier,  established  catalog  price,  or  discount  price  offered  to  the  agency  is  less  than  the  price  offered  by  the 
stores  program,  as  long  as  the  office  supply  conforms  in  all  material  respects  to  the  terms,  conditions  and  quality  offered 
by  the  stores  program.  Local  governments  are  not  mandated  to  use  central  stores. 

Proprietary  Revenues  and  Expenses 

In  FY  2004,  central  stores  had  revenues  of  $4.3  million  from  purchases  by  state  agencies  and  local  governments.  Of 
these  revenues  $2.9  million  are  recorded  on  the  state  accounting  system  as  agency  expenditures.  The  revenues  from  state 
sources  were  received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  listed: 


Department  Of  Administration 


A-206 


General  Services  Program 


Department  Of  Administration 


06-General  Services  Program 


General  fond  (39.7  percent),  $1,162,000 
State  special  revenue  (27.3  percent),  $799,000 
Federal  special  revenue  (18.0  percent),  $529,000 
Proprietary  funds  (13.8  percent),  $404,000 
All  other  funds  (1.2  percent),  $35,000 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency* 
6531                  Central  Stores                   6101 

Agency  Name 
Department  of  Administration 

Program  Name 
General  Services  Division 

Revenues: 

je 

Stores  Supplies 
3  from  Fee  B 
3  from  Fee  C 
3  from  Fee  D 
3  from  Fee  E 
3  from  Fee  F 

Net  Fee  Revenue 
it  Earnings 
Lending  Income 

rating  Revenues 

Total  Operating  Revenue 

Expenses: 

ervices 

rating  Expenses 

Operating  Expenses 

ncome  (Loss) 

ting  Revenues  (Expenses): 

)  Sale  of  Fixed  Assets 
direct  Cost  Recoveries 
operating  Revenues  (Expenses) 
onoperating  Revenues  (Expenses) 

3ss)  Before  Operating  Transfers 

ted  Capital 

ig  Transfers  In  (Note  13) 
tg  Transfers  Out  (Note  13) 
nge  in  net  assets 

Assets-  July  1  -  As  Restated 
d  Adjustments 
9  effect  of  account  change 
Assets  -  July  1  -  As  Restated 
-  June  30 

expenses 

Operating  Expenses  divided  by  6) 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating 

Fee  reven 
Central 
Revenu 
Revenu 
Revenu 
Revenu 
Revenu 

- 

- 

- 

4,280,000 

4,280,000 

4,280,000 

Investmer 
Securities 
Premiums 
Other  Ope 

4.864,224 
384 

4,152,577 

4,282,084 
211 

4,280,000 

4.280,000 

4,280.000 

Operating 
Personal  S 
Other  Ope 

4.864,608 

358,026 
4,199,979 

4,152,577 

363,263 
4,026,120 

4,282,295 

328,451 
4,299,761 

4,280,000 

374,340 
4,233,275 

4,280,000 

478,212 
4.385,734 

4,280,000 

477,837 
4,378.401 

Total 
Operating 

Nonopera 

Gain  (Loss 
Federal  ln< 
Other  Non 

4.558,005 
306,603 

(523) 

4,389,383 
(236,806) 

4,628,212 
(345,917) 

4,607,615 
(327,615) 

4.863.946 
(583,946) 

4,856,238 
(576,238) 

NetN 

Income  (L( 

Contribi 
Operatir 
Operatir 

(523) 
306,080 

(236,806) 

(345,917) 

(327,615) 

(583.946) 

(576,238) 

Cha 

Total  Net  / 
Prior  Perio 
Cumulativi 
Total  Net  / 

306,080 
1,067,277 

1,067,277 

(236,806) 

1,373,357 
(266) 

1,373,091 

(345,917) 

1,136,285 
884 

1,137,169 

(327.615) 
791,252 

791,252 

(583,946) 
463,637 

463.637 

(576,238) 
(120,309) 

(120,309) 

Net  Assets 

1,373.357 

1,136,285 

791.252 

463.637 

(120.309) 

(696,547) 

60  days  of 
(Total  C 

759,668 

731,564 

771,369 

767,936 

810,658 

809.373 

Program  expenses  are  for  personal  services  and  operating  expenses.  In  FY  2004,  the  program  funded  10.25  FTE  with 
personal  services  of  about  $328,000  that  comprised  roughly  7  percent  of  total  expenses  and  operating  expenses  of 
$4,300,000  that  accounted  for  the  remaining  93  percent  of  total  expenses.  Of  total  expenses,  $4.2  million  or  87  percent 
was  used  to  purchase  goods  for  resale. 
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The  figure  for  fund  06531  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  The  figure 
shows  that  in  FY  2002  central  stores  received  $306,600  more  revenues  than  expenses  or  6.7  percent  of  annual  expenses. 
This  operating  gain  increased  the  fund  equity  to  nearly  $1.4  million  or  30  percent  of  FY  2002  expenses.  The  fund  has 
since  generated  operating  losses  in  each  subsequent  year  and  is  projected  to  be  in  a  deficit  position  with  net  assets  of 
nearly  ($700,000)  by  the  end  of  the  2007  biennium. 

Proprietary  Rate  Explanation 

For  the  2007  biennium,  the  executive  requests  the  legislature  not  approve  specific  markup  rates  for  central  stores,  but  an 
operating  parameter  that  limits  the  program  from  charging  rates  that  collect  more  that  60  days  of  working  capital. 


LFD 
ISSUE 


Central  Stores  -  Future  Plans 

Subsequent  to  submission  of  the  budget,  the  executive  has  made  a  decision  to  move  the  Central  Stores 
Program  from  a  state  run  business  to  the  private  sector. 


In  order  to  privatize  the  program,  the  requirements  of  2-8-302  through  2-8-304,  MCA,  must  be  met  to  develop  a 
privatization  plan  and  hold  public  hearings  on  the  plan.  The  executive  also  has  to  deal  with  the  lease  for  the  central 
stores  warehouse  and  staff  reduction  issues  as  they  move  to  privatization  of  the  program.  Since  the  decision  has  just 
been  made  and  a  contract  has  not  been  awarded  to  provide  the  service,  little  information  is  available  on  contract 
conditions  or  costs.  A  study  prepared  by  a  private  consultant  was  considered  in  making  the  decision  and  proposing  a  2 
percent  markup  rate  to  fund  the  operations. 

The  rate  of  2  percent  markup  of  retail  costs  is  similar  to  the  method  other  states  have  used  to  fund  contract 
administration  and  order  consolidation  activities  when  they  moved  to  private  sourcing  for  central  stores  functions.  The 
plan  would  retain  2.00  FTE  of  the  current  Central  Stores  staff  to  oversee  contract  activities  and  consolidate  orders  of 
central  stores  purchases. 

As  such,  the  rates  proposed  would  no  longer  be  valid.  The  legislature  may  want  to  approve  a  2  percent  markup  on  retail 
cost  to  fund  administration  of  the  privatized  program. 

The  legislature  may  want  to  ask  the  executive  to  provide  an  overview  of  the  decision  to  privatize  the  operation,  identify 
the  costs  and  functions  that  would  be  funded  with  the  2  percent  rate,  and  describe  the  plans  for  future  direction  of  the 
Central  Stores  function. 


Figure  6H  shows  the  historic  and  budgeted  rates  in  the  Central  Stores  Program.  The  rates  on  the  figure  are  shown  for 
information.  The  figure  shows  that  markups  on  six  high  volume  products  finance  the  operating  costs  for  the  program. 
The  program  anticipates  increasing  the  markup  on  five  of  the  six  items  from  10  percent  (FY  2004)  to  25  percent  (2007 
biennium). 


Figure  6H 

Central  Stores  Historical  and  Budgeted  Rates 

Actual     Actual     Actual     Budgeted    Budgeted 

Budgeted 

FY  2002  FY  2003  FY  2004    FY  2005     FY  2006 

FY  2007 

Forms                       100%       100%       100%          100%          100% 

100% 

Office  Supplies           20%         10%         10%           20%           25% 

25% 

Computer  Paper          20%         10%         10%            20%            25% 

25% 

Fine  Paper                  20%         10%         10%           20%           25% 

25% 

Coarse  Paper              20%        10%        10%           20%           25% 

25% 

Janitorial                    20%         10%         10%           20%           25% 

25% 
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Statewide  Fueling  Network  Program  (Fund  06561) 
Proprietary  Program  Description 

The  Statewide  Fueling  Network  Program  provides  for  fueling  of  public  vehicles  through  an  integrated  commercial  and 
public  fueling  network.  The  program  automates  the  accounting  and  transaction  processing  functions  associated  with 
vehicle  fueling,  maintains  agency  tax-exempt  status  for  transactions  anywhere  on  the  network,  and  provides  monthly 
comprehensive  fuel  management  reports  that  fleet  managers  can  use  to  track  and  control  fuel  costs.  Customers  include 
state  government  agencies  and  local  government  entities. 


2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 


Fund 
6561 


Fund  Name 
Statewide  Fueling  Network 


Agency  #  Agency  Name 

6101 Department  of  Administration 


Program  Name 
General  Services  Division 


Actual  Actual 

FY02  FY03 


Actual 
FY04 


Budgeted        Budgeted        Budgeted 
FY05  FY06  FY07 


Operating  Revenues: 
Fee  revenue 

Statewide  Fueling  Network 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


24.019 
24.019 


28.639 
28,639 


21.063 
21.063 


42.000 
42.000 


42,000 
42.000 


42,000 
42.000 


- 

83 

20 

- 

- 

- 

24,019 

28.722 

21,083 

42,000 

42.000 

42.000 

. 

. 

28,098 

33.503 

33.708 

33.947 

23,552 

14,257 

9,902 

23.778 

8.932 

8.853 

23.552 
467 


14.257 
14,465 


38.000 
(16,917) 


57.281 
(15,281) 


42.640 
(640) 


42,800 
(800) 


467 


14.465  (16.917)  (15.281) 


(640) 


(800) 


- 

- 

- 

50,886 
(50,886) 

- 

- 

467 

14,465 

(16.917) 

(15,281) 

(640) 

(800) 

5,466 

8,468 

22.933 

6.016 

(9.265) 

(9.905) 

2,535 
8,001 

8.468 

22,933 

6.016 

(9.265) 

(9.905) 

8,468 

22.933 

6.016 

_[9.265) 

(9,905) 

(10.7051 

3,925 


2,376 


6.333 


9.547 


7.107 


7.133 


Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  Statewide  Fueling  Network  Program  had  revenues  of  about  $21,000  from  an  administration  fee  charged 
on  fuel  purchased  through  the  network  based  on  statewide  purchases  of  gasoline.  These  revenues  were  received  from  the 
following  funding  sources  in  the  percentages  and  amounts  listed: 

•  General  fund  (9.3  percent),  $2,000 

•  State  special  revenue  (18.8  percent),  $4,000 

•  Federal  special  revenue  (3.9  percent),  $800 

•  Proprietary  funds  (67.5  percent),  $14,000 

•  All  other  funds  (0.5  percent),  $  1 00 
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In  FY  2004,  revenues  funded  about  0.6U  FIE,  personal  services,  and  operating  costs.  Personal  services  of  nearly 
$28,100  accounted  for  74  percent  of  total  expenses  and  operating  costs  of  $9,900  accounted  for  the  remaining  26  percent. 
Personal  services  were  moved  from  being  funded  with  general  fund  to  being  funded  with  the  statewide  fueling  network 
proprietary  fund  by  the  2003  Legislature  to  eliminate  the  general  fund  subsidy  for  the  program.  When  the  subsidy  was 
eliminated,  the  rates  were  not  adjusted  above  their  previous  levels  to  fund  the  increased  expenses. 

The  figure  for  fund  06561  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  The  figure 
shows  that  with  the  rates  requested  by  the  executive  operating  losses  would  occur  in  each  year  of  the  2007  biennium. 
Rates  charged  have  remained  the  same  since  FY  2000  and  the  program  indicates  the  rates  would  remain  the  same  for  the 
2007  biennium.  During  this  same  period,  gasoline  purchases  by  state  agencies  have  grown  from  $3.7  million  to  $5.2 
million  in  FY  2004  for  a  growth  of  40.5  percent  and  revenues  from  the  Statewide  Fueling  Network  fee  have  grown  from 
$16,103  to  a  high  of  $28,036  in  FY  2003  for  a  77.8  percent  growth  over  the  FY  2000  level.  FY  2004  revenues  were 
$21,062  or  30.8  percent  above  the  FY  2000  level. 

Proprietary  Rate  Explanation 

For  the  2007  biennium,  the  executive  requests  the  legislature  approve  a  rate  based  on  an  operating  parameter  that  limits 
the  program  from  charging  rates  that  collect  more  that  45  days  of  working  capital. 


LFD 

ISSUE 


Alternative  Rate  Approach  for  Statewide  Fueling  Program 

The  legislature  may  want  to  ask  the  executive  to  justify  why  legislative  approval  of  the  actual  rate 
charged  to  the  users  of  the  program  imposes  an  unreasonable  burden  on  the  program.  For  further  discussion  of  working 
capital  rates,  refer  to  the  proprietary  rates  section  in  the  agency  narrative. 


The  2003  Legislature  approved  a  0.5  percent  rate  for  the  2005  biennium  based  on  a  recommendation  from  the  executive. 
The  program  indicated  it  anticipates  continuing  to  charge  the  same  rate  during  the  2007  biennium.  As  stated,  state 
agency  purchases  of  gasoline  have  increased  by  40.5  percent  from  FY  2000  to  FY  2004,  while  revenues  of  the  program 
have  increased  30.8  percent  during  the  same  period.  While  the  same  rate  will  be  charged,  the  program  anticipates 
revenues  will  nearly  double  from  the  FY  2004  level.  Unless  some  unknown  factor  causes  state  agencies  to  purchase 
more  gasoline,  the  revenue  estimates  appear  unlikely.  If  lower  revenues  are  collected  than  are  anticipated,  the  fund  will 
be  even  further  out  of  balance  than  shown  in  the  figure  for  the  fund. 

Given  the  financial  condition  of  the  account  and  the  likelihood  that  the  program  would  need  to  raise  rates,  and  would  be 
free  to  do  so  if  a  working  capital  rate  is  approved,  the  legislature  may  want  to  consider  approving  a  fixed  percentage  of 
gross  purchases  rate  as  has  been  approved  in  the  past.  If  the  legislature  chooses  to  approve  a  fixed  percentage  of  gross 
purchases  rate,  it  may  wish  to  request  the  program  propose  a  rate  appropriate  to  fund  the  Statewide  Fueling  Network  in  a 
stable  financial  condition. 

The  figure  for  the  fund  indicates  revenues  from  fees  are  expected  to  double  from  the  FY  2004  level  without  any  fee 
change.  There  is  no  basis  for  any  change  in  revenues  without  changing  the  fees.  In  order  to  double  the  revenues  and 
then  in  each  year  of  the  2007  biennium  make  up  for  a  portion  of  the  deficit  anticipated  for  FY  2005,  the  fee  would  have 
to  be  increased  to  1.25  percent  for  both  FY  2006  and  FY  2007. 


State  Procurement  Card  Program  (Fund  06571) 
Proprietary  Program  Description 

The  State  Procurement  Card  Program  administers  the  state  procurement  contract  for  the  automated  processing  of  small 
purchases. 

Proprietary  Revenues  and  Expenses 

The  figure  for  fund  06571  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  This  figure 
shows  revenues  from  fees  paid  by  customers  of  $1,875  for  FY  2004.  Because  agencies  record  expenditures  for  fees  paid 
to  the  State  Procurement  Card  Program  using  the  same  expenditure  account  as  other  maintenance  contract  costs,  the 
funding  of  agency  payments  is  not  readily  determined.  The  program  also  receives  volume  discount  rebates  from  vendors 
due  to  the  aggregation  of  purchases  through  the  program.  In  FY  2004,  the  volume  discount  rebated  was  $9,1 12. 
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In  FY  2004,  program  expenses  totaled  $26,023  and  were  comprised  of  personal  services  and  operating  expenses. 
Personal  services  of  about  $9,400  comprises  36  percent  of  total  program  expenses  and  funds  about  0.20  FTE.  Major 
operating  expenses  are  for  maintenance  costs,  computer  programming  charges,  and  travel  expenses. 

Proprietary  Rate  Explanation 

The  legislature  has  for  the  past  three  biennia  approved  an  administrative  fee  rate  of  $1 .00  per  card  per  month  as  the  rate 
for  the  State  Procurement  Card  Program.  For  the  2007  biennium,  the  executive  requests  the  legislature  approve  a  rate 
based  on  an  operating  parameter  that  limits  the  program  from  charging  rates  that  collect  more  that  45  days  of  working 
capital. 


Alternative  Rate  Approach  for  Procurement  Card  Program 

The  legislature  may  want  to  ask  the  executive  to  justify  why  legislative  approval  of  the  actual  rate 
charged  to  the  users  of  the  program  imposes  an  unreasonable  burden  on  the  program.  For  further  discussion  of  working 
capital  rates,  refer  to  the  proprietary  rates  section  in  the  agency  narrative. 

The  program  has  charged  agencies  the  same  $1  per  card  per  month  rate  and  indicated  it  anticipates  continuing  to  charge 
the  same  rate  during  the  2007  biennium.  In  FY  2004,  the  program  depleted  a  previously  high  working  capital  balance 
by  charging  a  fee  for  the  cards.  The  fee  was  reinstated  in  FY  2005  and  is  anticipated  for  each  year  of  the  2007 
biennium.  The  figure  for  the  fund  also  indicates  that  the  fund  would  stabilize  with  a  small,  near  breakeven  balance  at 
the  end  for  FY  2007  with  the  $1  card  fee.  Charging  a  fixed  fee  of  $1  per  card  doesn't  place  an  unreasonable  burden  on 
the  program  that  justifies  the  legislature  relinquishing  its  statutory  authority  to  approve  fees  and  charges  for  the 
program.  As  such,  the  legislature  may  want  to  approve  a  $1  per  card  fee  instead  of  a  working  capital  rate. 
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Fund  Fund  Name 

6571     Procurement  Card  Purchases 


Agency  #  Agency  Name 

6101  Department  of  Administration 


Program  Name 
General  Services  Division 


Actual 
FY02 


Actual 
FY03 


Actual 
FY04 


Budgeted 
FY05 


Budgeted       Budgeted 
FY06  FY07 


Operating  Revenues: 

Fee  revenue 
Procurement  Card 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prtor  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


8,988 
8,988 


13,129 
13,129 


1,875 
1,875 


11.736 
11,736 


11,736 
11,736 


11.736 
11.736 


5,480 

9,578 

9,112 

9,200 

9,200 

9,200 

14,468 

22,707 

10,987 

20.936 

20.936 

20.936 

9,351 

_ 

4,735 

4,774 

8,135 

23,132 

16,672 

23,792 

16,289 

16,244 

8,135 
6.333 


23,132 


26.023 


(425)  (15,036) 


23,792 
(2,856) 


21,024 
(88) 


21.018 
(82) 


- 

- 

- 

- 

- 

- 

6,333 

(425) 

(15,036) 

(2,856) 

(88) 

(82) 

6,333 

(425) 

(15,036) 

(2,856) 

(88) 

(82) 

12,592 

18,925 

18.500 

3,464 

608 

520 

12,592 

18,925 

18,500 

3,464 

608 

520 

18,925 

18,500 

3,464 

608 

520 

438 

1,356 


3.855 


4,337 


3,965 


3.504 


3,503 


Significant  Adjustments  for  the  2005  Biennium 

The  executive  included  a  new  proposal  for  an  increase  of  $9,509  for  the  biennium  to  switch  funding  for  0.10  FTE  from 
general  fund  to  the  state  procurement  card  proprietary  fund. 

Surplus  Property  Program  (Fund  06066) 

Proprietary  Program  Description 

The  Property  and  Supply  Bureau  operates  the  surplus  property  program  to  administer  the  sale  of  state  and  federal  surplus 
property  no  longer  needed  by  agencies.  The  federal  surplus  program  acquires  surplus  property  from  federal  agencies. 
This  property  is  distributed  to  state  agencies  or  other  eligible  organizations.  The  surplus  property  programs  provide  a 
mechanism  to  transfer  surplus  property  between  agencies  and  extend  the  life  of  state  property.  The  program  provides 
accountability  in  the  disposal  of  surplus  state  property,  provides  agencies  with  a  service  to  pick  surplus  equipment,  and 
provides  an  in-state  screening  service  to  locate  federal  surplus  property  for  state  agencies  and  local  governments. 

Proprietary  Revenues  and  Expenses 

The  state  surplus  property  programs  receive  revenues  by  charging  a  handling  fee  applied  to  the  proceeds  from  the  sale  of 
state  property.  The  federal  surplus  property  program  receives  revenue  in  accordance  with  a  federal  plan  of  operations 
approved  by  the  federal  General  Services  Administration.  In  FY  2004  the  program  had  operating  revenues  from  federal 
surplus  handling  fees  of  about  $78,800  and  from  the  state  handling  fees  of  $223,100.  This  is  compared  with  expenses  of 
about  $331,300.  The  major  expenses  associated  with  the  surplus  property  program  are  personal  services  and  costs  to 
pick  up  and  warehouse  property.  In  FY  2004  the  program  had  6.90  FTE,  but  because  of  vacancies  in  2.50  FTE,  only 
4.40  FTE  were  funded  through  user  fees. 
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The  figure  for  fund  06066  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007. 

Proprietary  Rate  Explanation 

The  state  surplus  property  program  retains  a  handling  fee  for  property  sold.  If  property  is  sold  for  less  than  S200,  the 
program  retains  the  proceeds.  The  program  retains  $200  plus  unusual  expenses  for  property  sold  for  $200-$2,000,  and 
10  percent  plus  unusual  expenses  for  property  that  is  sold  for  more  than  $2,000. 

The  federal  surplus  property  program  fees  are  an  allocation  of  freight  expense  and  14  percent  of  acquisition  cost.  This  is 
included  in  the  Federal  Plan  of  Operation,  which  has  been  approved  by  the  Federal  General  Services  Administration. 

Because  the  program  operates  with  funding  from  an  enterprise  type  proprietary  fund,  the  legislature  dues  not  approve 
rates. 
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Fund 
6066 


Fund  Name 
Surplus  Property 


Agency  #  Agency  Name 

6101  Department  of  Administration 


Program  Name 
General  Services 


Operating  Revenues: 

Fee  revenue 

State  Surplus  Property  Handling  Fee 

Federal  Surplus  Property  Handling  Fee 

Revenue  from  Fee  C 

Revenue  from  Fee  D 

Revenue  from  Fee  E 

Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 
Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  In  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


455.725 
(160,326) 


(1.137) 


75.954 


Actual 
FY03 


Actual 
FY04 


Budgeted        Budgeted        Budgeted 
FY05 FY06 FY07 


290.000 
5,000 


373.440 


42,592 


(11.182) 


331,311 


(29,232) 


(4,877) 


304,500 


(9,500) 


334.832 


62,240 


55.219 


50.750 


55.808 


290.000 
5.000 


295.399 

416,032 

301.978 

295.000 

295.000 

295.000 

- 

- 

101 

- 

- 

- 

295.399 

416,032 

302.079 

295.000 

295.000 

295.000 

227,446 

229.695 

191.286 

192.500 

195.000 

195.000 

228,279 

143,745 

140,025 

112.000 

139.832 

139,291 

334.291 


(39,832)  (39,291) 


(1.137) 

(11.182) 

(4.877) 

(161.463) 

31.410 

(34.109) 

(9.500) 

(39.832) 

(39.291) 

(325,062) 

(431.769) 

(100.273) 

- 

- 

- 

(486,525) 

(400.359) 

(134.382) 

(9.500) 

(39.832) 

(39.291) 

123,858 

(598) 

987.452 

1.110,712 

624,187 

624,187 

223.828 
223.828 

89.446 
89.446 

79.946 
79.946 

40.114 

40,114 

624,187 

223,828 

89,446 

79,946 

40,114 

823 

55.715 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

5.00 

0.00 

4.00 

9.00 

0.00 

4.00 

9.00 

9.00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

321,010 

620,277 

206,340 

0 

(4,674) 

(14,246) 

0 

0 

220,161 
4,769,000 

150,000 
1,160,000 

536,497 
5,375,031 

356,340 
1,160,000 

(4,601) 

(16,340) 

0 

0 

221,094 

669,000 

150,000 

1,160,000 

537,503 

1,272,937 

356,340 

1,160,000 

1,074,000 

6,647,968 

712,680 

2,320,000 

Total  Costs 

$1,147,627 

($18,920) 

$6,299,161 

$7,427,868 

($20,941) 

$2,200,094 

$3^26,780 

$10,754,648 

General  Fund 
State/Other  Special 
Federal  Special 

156,341 

0 

991,286 

(5,723) 

0 

(13,197) 

4,400,000 

1,400,833 

498,328 

4,550,618 
1,400,833 
1,476,417 

(6,690) 

0 

(14,251) 

300,000 
1,401,336 

498,758 

449,651 
1,401,336 
1,475,793 

5,000,269 
2,802,169 
2,952,210 

Total  Funds 

$1,147,627 

($18,920) 

$6,299,161 

$7,427,868 

($20,941) 

$2,200,094 

$3 J  26,780 

$10,754,648 

Program  Description 

Information  Technology  Services  Division  (ITSD)  is  a  proprietary  program  that  manages  central  computing  and 
telecommunications  services  for  state  government.  ITSD  provides  central  mainframe  and  mid-tier  computer  services, 
and  manages  the  statewide  data  network  SummitNet,  used  by  all  agencies  throughout  the  state.  ITSD  provides  local  and 
long-distance  telephone  network  services  used  by  all  agencies,  including  the  university  system,  and  manages  the  state's 
video  network  METNET.  ITSD  coordinates  electronic  government  services  for  the  state,  and  manages  the  states  Internet 
presence  at  the  Internet  address  discoveringmontana.com.  ITSD  also  manages  the  Statewide  Accounting,  Budgeting, 
and  Human  Resources  Systems  (SABHRS)  system  for  the  state. 

Through  the  office  of  the  chief  information  officer,  the  division  develops  the  Statewide  Strategic  IT  Plan,  coordinates 
information  technology  for  the  state,  and  reviews  and  approves  equipment  and  software  acquisitions.  The  division  also 
provides  statewide  information  technology  training,  and  supports  consulting  services  contracts  used  by  agencies  in 
support  of  IT  systems. 

The  division  also  coordinates  geographic  information  systems  (GIS)  development,  manages  the  state's  91 1  programs,  and 
coordinates  public  safety  communications  issues. 

Program  Highlights 


Department  of  Administration 

Information  Technology  Services  Division 

Major  Budget  Highlights 


Total  fund  budget  would  increase  through  adjustments  totaling  $8.5 

million  for  the  biennium  over  the  base  (average  annual  increases  of 

over  3.5  times  the  base) 

General  fund  budget  would  increase  through  adjustments  totaling  $4.7 

million  for  the  biennium  over  the  base  (average  annual  increases  of  1 5 

times  the  base  of  $156,000) 

State  special  revenue  budget  would  increase  through  adjustments 

totaling  $2.8  million  for  the  biennium  with  no  expenditures  in  the  base 

Federal  special  revenue  budget  would  increase  through  adjustments 

totaling  just  under  $1  million  for  the  biennium  over  the  base  (an 
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average  annual  increase  of  50  percent) 

Significant  budget  increases  for  general  fund  are  for: 

•  Emergency  telecommunications  infrastructure  ($4.1 
million) 

•  Public  safety  communications  program  funding  switch 
from  federal  special  revenue  and  program  increase 
($600,000) 

Significant  budget  increases  for  state  special  revenue  are  for: 

•  Montana  Land  Information  Act  ($2.8  million) 
Significant  budget  increases  for  federal  special  revenue  are  for: 

•  Montana  Spatial  Data  Infrastructure  ($1 .4  million) 
Personal  services  would  increase  by  4.00  FTE  in  HB  2  positions  for: 

•  Public  safety  communications  program  computer  analysts 

•  Montana  Land  Information  Act 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Information  Tech  Serv  Division 

Base 

%  of  Base         Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004         FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     156,341 

13.6%     $4,550,618 

61.3% 

$     449,65 1 

13.5% 

02779  Montana  Land  Information 

- 

1,400,833 

18.9% 

1,401,336 

42.1% 

03428  Gis  Federal  Funding 

69,598 

6.1%          772,728 

10.4% 

772,427 

23.2% 

03796  Public  Safety  Communications 

921.688 

80.3%           703.689 

9.5% 

703.366 

21.1% 

Grand  Total 

$  1,147,627 

100.0%     $  7,427,868 

100.0% 

S  3,326,780 

100.0% 

Funding  for  the  division  is  provided  primarily  with  a  proprietary  fund  that  is  not  shown  on  the  main  budget  tables,  but  is 
discussed  in  the  proprietary  rates  section  that  follows  the  discussion  of  budget  program  activity.  The  HB  2  budgeted 
portion  of  the  division  is  funded  with  general  fund  and  federal  special  revenue.  The  division  receives  general  fund  to 
operate  the  Statewide  91 1  Emergency  Telephone  System.  Federal  special  revenue  funds  GIS  coordination  work  within 
the  division.  Funding  from  state  special  revenue  would  be  added  in  the  2007  biennium  with  legislative  approval  of  the 
executive  request  for  funding  associated  with  the  proposed  Montana  Land  Information  Act. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 


Fiscal  2006- 

General  State 


FTE 


Fund 


Special 


Federal 
Special 


Total 
Funds 


FTE 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 


DP  301  -  Indirect  Administrative  Costs 
0.00 


(828) 


Total  Other  Present  Law  Adjustments 

0.00  ($828) 

Grand  Total  All  Present  Law  Adjustments 


$0 


(4,408) 
($4,408) 


8,506 

(13,180) 

(268) 

(8,742) 

($13,684) 

(5,236) 

($5,236) 
($18,920) 


0.00 


0.00 


General 
Fund 

-iscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

8,582 
(13.183) 

(258) 
(10,846) 

($15,705) 

(828) 

0 

(4,408) 

(5,236) 

($828) 

$0 

($4,408) 

($5,236) 
($20,941) 

DP  301  -  Indirect  Administrative  Costs  -  Reductions  of  $1,656  general  fund  and  $8,816  federal  special  revenue  for  the 
biennium  are  requested  for  allocation  changes  and  increase  made  for  indirect  cost  payments  for  services  received  from 
proprietary  funded  centralized  service  functions  of  the  agency. 

New  Proposals 


New  Proposals 

Fiscal  2006 

-Fiscal  2007 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  718  -  MSD1  Federal  Request 

07               0.00                        0 

0 

707,000 

707,000 

0.00 

0 

0 

707,000 

707,000 

DP  719  -  Montana  Land  Information  Act  (Requires  Legislation) 
07              2.00                       0           1,400,833 

0 

1,400,833 

2.00 

0 

1,401,336 

0 

1,401,336 

DP  721  -  Public  Safety  Communications  Program 
07              2.00             300,000 

GF 

0 

(208,672) 

91,328 

2.00 

300,000 

0 

(208,242) 

91,758 

DP  722  -  Emergency  Telecommunications  Infrastructure  -  OTO 
07              0.00          4,100,000                       0 

0 

4,100,000 

0.00 

0 

0 

0 

0 

Total              4.00         $4,400,000 

$1,400,833 

$498,328 

$6,299,161  * 

4.00 

$300,000 

$1,401,336 

$498,758 

$2,200,094 

DP  718  -  MSDI  Federal  Request  -  An  increase  of  just  over  $1.4  million  federal  special  revenue  for  the  biennium  is 
requested  to  fund  continuing  development  of  the  Montana  Spatial  Data  Infrastructure  (MSDI). 


LI  D 
COMMENT 


Montana  Spatial  Data  Infrastructure 

The  Montana  Spatial  Data  Infrastructure  (MSDI)  is  a  geographic  information  system  (GIS)  database 
containing  12  data  layers:  1)  land  ownership;  2)  transportation;  3)  surface  waters;  4)  hydrologic  units;  5)  jurisdictional 
boundaries;  6)  geodetic  control;  7)  elevation;  8)  aerial  imagery;  9)  geology;  10)  critical  infrastructures;  11)  land  cove; 
and  12)  soils.  The  request  includes  funding  to  complete  and  implement  layers  for  transportation,  critical  infrastructure, 
geodetic  control,  and  jurisdictional  boundaries.  According  to  the  executive,  these  four  layers  would  support  the 
following  programs: 

E-911 

Homeland  security  preparedness  and  response 

Disaster  and  emergency  services 

Land 

Land  parcel  accuracy 

Jurisdictional  boundary  measurement 
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1  111) 

1  COMMENT 

1  Coiitiniied 

•  Rural  and  urban  government  services 

•  Economic  development  and  opportunity 

•  Agricultural  productivity 

•  Wildland  fire  mitigation 

•  Natural  resource  management 

EFI) 
ISSUE 


One  Time  Funding 

The  funding  for  the  MDSI  would  come  from  a  requested,  but  yet  to  be  received,  federal  grant  from  the 
Federal  Geographic  Data  Committee.  The  federal  funding  would  be  used  to  develop  or  update  existing  data  layers  as 
prioritized  by  the  Montana  Geographic  Information  Council.  Development  of  the  MSDI  would  be  an  on-going  effort 
using  whatever  funding  is  available.  This  request  is  for  a  portion  of  funding  for  the  data  infrastructure.  If  the  entire  data 
infrastructure  of  all  12  layers  were  developed  today,  it  would  cost  an  estimated  nearly  $30  million.  Future  funding 
would  be  used  to  develop  additional  portions  of  the  data  infrastructure.  This  request  is  not  expected  to  obligate  the  state 
to  future  state  funding.  However,  once  a  data  layer  is  developed,  its  value  will  decrease  over  time  unless  the  data  is 
maintained  current  with  ongoing  changes.  The  Montana  Land  Information  Act  proposed  to  the  2005  Legislature  in  LC 
79  and  used  to  fund  the  request  of  DP  719  would  provide  a  stable  source  of  funding  to  coordinate  and  maintain  the  data 
of  the  MDSI. 


Because  continuation  of  the  federal  funding  is  uncertain,  the  legislature  may  want  to  designate  the  funding  for  MSDI  as 
one-time-only  so  it  could  review  future  requests  for  funding. 


DP  719  -  Montana  Land  Information  Act  (Requires  Legislation)  -  An  increase  of  $2.8  million  state  special  revenue  for 
the  biennium  is  requested  to  fund  personal  services,  operating  costs,  and  grants  associated  with  the  Montana  Land 
Information  Act.  The  executive  recommends  that  the  legislature  approve  funding  for  this  adjustment  contingent  upon 
passage  and  approval  of  the  Montana  Land  Information  Act.  The  adjustment  switches  personal  services  funding  for 
existing  2.00  FTE  currently  funded  in  the  proprietary  portion  of  the  program  to  funding  in  HB  2  with  state  special 
revenue. 


Ill) 
COMMENT 


Montana  Land  Information  Act 

The  Montana  Land  Information  Act  (MLIA)  is  proposed  legislation  (LC  79)  to  develop  a 
standardized,  sustainable  method  to  collect,  maintain,  and  distribute  information  in  digital  formats  about  the  natural  and 
man-made  land  characteristics  of  Montana.  The  act  is  intended  to  ensure  that  land  information  in  digital  formats  is 
collected  consistently,  maintained  accurately  and  with  standards,  and  made  available  in  common  ways  for  all  potential 
uses,  both  private  and  public.  In  the  introduced  form,  the  act  authorizes  the  creation  of  a  special  earmarked  revenue 
account  to  fund  grants  to  state,  local,  and  tribal  entities,  match  federal  funds,  and  fund  the  department  GIS  coordination 
responsibilities.  Funding  for  the  state  special  revenue  of  MLIA  would  come  from  a  $1  increase  in  the  current  $6  per 
page  fee  paid  to  county  clerks  and  recorders  for  recording  land  transactions. 


DP  721  -  Public  Safety  Communications  Program  -  GF  -  An  increase  of  $600,000  general  fund  and  a  reduction  of 
$416,914  federal  special  revenue  for  the  biennium  are  requested  to  shift  funding  for  the  public  safety  communications 
program.  The  request  results  in  a  net  increase  of  $1 83,086  to  add  2.00  FTE  computer  systems  analysts. 
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Funding  From  the  2003  Legislature 

The  2003  Legislature  approved  an  increase  of  $2.25  million  federal  special  revenue  for  the  2005 
biennium  to  add  3.00  FTE  and  to  develop  standards  to  implement  interoperable  public  safety  communications  systems 
used  by  state,  local,  and  federal  entities  in  Montana.  Of  the  funding  for  the  2005  biennium,  $922,000  was  expended  in 
FY  2004.  This  adjustment  would  move  the  public  safety  communications  function  from  being  100  percent  federally 
funded  to  being  funded  70  percent  from  federal  funds  and  30  percent  from  the  general  fund.  With  the  addition  of  the 
2.00  FTE  of  this  request,  the  program  would  support  5.00  FTE.  The  additional  2.00  FTE  would  address  the  additional 
workload  the  agency  is  experiencing  as  an  ever  growing  number  of  federal,  state,  and  local  governments,  communities, 
and  private  entities  collaborate  on  concept  demonstration  projects  (CDP)  like  the  Northern  Tier  Interoperability  Project 
described  in  DP  722. 

The  intended  outcome  of  these  efforts  at  the  state  level  to  coordinate  all  efforts  in  the  state  associated  with  public  safety 
communication  systems  is  to  improve  the  efficiency  of  the  statewide  effort  so  all  parties  develop  systems  that  will 
communicate  seamlessly  between  public  safety  and  other  interacting  entities. 

•  Prior  to  FY  2004  no  funds  were  appropriated  by  the  legislature  for  this  purpose  except  for  the  following  funding 
actions: 

•  The  1995  Legislature  appropriated  $200,000  federal  special  revenue  for  FY  1996  to  fund  a  consultant  to  study 
existing  state  and  local  public  safety  radio  systems  and  provide  a  technical  design  for  a  shared  radio  network, 
but  no  expenditures  were  made  with  the  FY  1 996  funding 

•  The  1997  Legislature  appropriated  $40,000  general  fund  for  FY  1998  to  hire  a  consultant  to  develop  a  physical 
design  and  for  the  implementation  of  the  first  phase  of  a  statewide  public  safety  radio  infrastructure 

•  The  1 999  Legislature  removed  all  funding  for  the  statewide  public  safety  radio  infrastructure 


LFD 
COMMENT 


Show  of  State  Support 

The  funding  switch  for  the  public  safety  communications  function  is  proposed  to  express  state 
commitment  for  efforts  to  provide  coordinated  improvements  to  public  safety  communications  in  the  state.  The  costs 
that  were  previously  funded  with  federal  funds  and  proposed  to  be  funded  with  general  fund  are  the  personal  services 
costs  of  3.00  FTE.  Funding  for  2.00  FTE  additional  staff  would  address  additional  workload  for  state  coordination  of  all 
efforts  in  the  state  being  made  by  federal,  state,  and  local  government  and  private  entities  would  be  funded  with  general 
fund  if  the  legislature  approves  the  request. 


DP  722  -  Emergency  Telecommunications  Infrastructure  -  OTO  -  An  increase  of  $4.1  million  general  fund  for  the 
biennium  is  requested  to  fund  the  Northern  Tier  Interoperability  Project  (NTIP).  The  executive  requests  that  the 
legislature  designate  an  appropriation  for  NTIP  as  biennial  and  restricted  only  for  the  NTIP. 


LFD 
COMMENT 


Northern  Tier  Interoperability  Project 

According  to  publications  for  the  Statewide  Interoperability  Executive  Council,  established  by  an 
executive  order  of  the  Governor,  the  basic  purpose  of  the  Northern  Tier  Interoperability  Project  (NTIP)  is  to  improve 
communications  between  local  law  enforcement,  state  and  federal  governments,  and  tribal  authorities  by  providing 
digital  voice  and  data  radio  capabilities  along  the  Montana/Canada  border.  The  basic  capabilities  provided  by  the  NTIP 
include: 

•  Secure  digital  communications  using  conventional  voice  systems 

•  Standardized  mobile  data  access  to  local,  state,  and  federal  databases  of  law  enforcement  information 

•  Wireless  interconnection  of  Montana  National  Guard  Armory  facilities 

•  Wireless  microwave  backbone  for  interconnecting  dispatch  centers,  emergency  operations  centers,  and  other 
public  safety  facilities 
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III) 
COMMENT 

Continued 


The  anticipated  cost  for  the  entire  project  is  $13.4  million.  Of  this  total  cost  anticipated  tr>  complete 
the  project: 


$5.7  million  would  be  funded  through  the  Office  for  Domestic  Preparedness  (ODP)  federal  grant 

$1.4  million  would  come  from  the  Montana  Board  of  Crime  Control  through  Law  Enforcement  Terrorism 

Prevention  funding 

$2.2  million  would  be  funded  through  a  collaboration  with  the  Montana  National  Guard 

$4.1  million  would  be  funded  by  these  adjustment 


III) 

issui: 


Long-term  Plans 

It  has  been  estimated  that  $150  million  would  be  needed  if  all  responders  in  the  state  were  to  become 
connected  in  one  interoperability  project.  Data  is  not  available,  due  in  most  part  to  the  lack  of  operating  experience,  to 
determine  the  annual  maintenance  costs  for  this  or  other  interoperability  projects. 


The  legislature  may  wish  to  discuss  long-term  plans  and  funding  options  with  the  department,  as  well  as  future 
commitments  of  funds  to  maintain  operability  of  this  part  of  the  project. 


Language 

The  executive  recommends  the  following  language  to  be  included  in  HB  2  for  the  program: 

"Any  funds  remaining  from  the  appropriation  authorized  in  section  1 1 ,  Chapter  597,  Laws  of  2003  are  reappropriated  to 
the  department  of  administration  for  the  2007  biennium  for  the  stated  purpose." 


Ill) 
ISSUk 


Conflict  With  Language  for  the  Department  of  Revenue 

Section  11,  Chapter  597,  Laws  of  2003.  (SB  271)  directed  that  proceeds  of  a  loan  from  the  Board  of 
Investments  to  fund  the  replacement  of  POINTS  be  deposited  in  the  capital  projects  fund.  SB  271  appropriated  up  to 
$17  million  of  the  capital  projects  fund  to  the  Department  of  Administration  (DOA)  for  replacing  POINTS.  The 
executive  request  for  the  Department  of  Revenue  (DOR)  contains  the  same  language  request  as  above,  but  would 
reappropriate  the  remaining  funds  to  DOR. 


To  prevent  duplication  and  confusion,  the  legislature  may  want  to  determine  which  agency  is  most  appropriate  for 
receiving  the  appropriation.  Under  the  intent  of  SB  271,  the  appropriation  was  made  to  DOA  to  provide  funding  control 
over  the  POINTS  replacement  project  through  the  office  of  the  chief  information  officer.  As  implemented  during  the 
2005  biennium,  the  appropriation  was  transferred  to  DOR  for  expenditures  on  the  project  and  not  expended  by  DOA. 


More  Appropriate  Language  -  Capital  Projects  Fund 

As  stated,  the  language  to  reappropriate  funds  from  section  11  of  SB  271  is  redundant  to  language  for  the 
Department  of  Revenue  (DOR).  If  the  legislature  decides  to  reappropriate  the  funds  to  the  Department  of 
Administration  instead  of  DOR,  the  legislature  may  want  to  modify  the  language  to  make  it  more  consistent  with 
legislative  policies  for  drafting  HB  2  language.  Recommended  modifications  include  a  few  style  changes  and  inclusion 
of  a  limit  for  the  appropriation.  The  following  replacement  language  is  recommended: 

"Any  funds  remaining,  up  to  $6,100,000,  from  the  appropriation  authorized  in  section  11(2),  Chapter  597,  Laws  of 
2003,  are  reappropriated  to  the  department  for  the  2007  biennium  for  the  stated  purpose." 
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Proprietary  Rates 

Proprietary  Program  Description 

The  Information  Technology  Services  Division  (ITSD)  manages  the  following  information  technology  (IT)  services  for 
state  government: 

Shared  statewide  desktop  and  data  network  services 

Central  mainframe  computer  processing 

Mid-tier  access  and  production  services 

Local  and  long-distance  telephone  networking 

IT  planning,  research,  and  coordination 

Design,  development,  and  maintenance  support  of  IT  applications 

Personal  computer  (PC)  and  office  automation  support  and  consultation 

Design  and  development  of  telephone  equipment,  networking  applications,  and  other  telecommunication  needs 

Internet  and  intranet  services 

Electronic  government  planning  and  coordination 

Central  imaging 

Geographic  information  systems  (GIS)  coordination 

Disaster  recovery  facilities  for  critical  data  processing  applications 

IT  training 

ITSD  also  manages  the  State  Accounting,  Budgeting  and  Human  Resource  System  (SABHRS)  operational  support  unit, 
which  is  responsible  for  the  operation  and  maintenance  of  the  state  budget  development  system  (MBARS),  and  the 
PeopleSoft  human  resource,  financial,  and  asset  management  systems. 

ITSD  services  are  enterprise  and  statewide  in  nature,  and  therefore  agencies  are  required  by  state  law  to  use  these 
services.  If  exceptional  conditions  exist,  agencies  may  be  granted  exceptions  to  meet  specific  agency  needs.  All  services 
are  offered  and  provided  to  all  state  and  local  agencies. 

Funding  for  the  ITSD  is  primarily  from  charges  to  state  agencies  for  mainframe  and  mid-tier  computer  processing, 
desktop  services,  and  state  telephone  support  services  as  well  as  direct  charges  to  state  agencies  and  other  entities.  In 
order  to  coordinate  state  communication  function,  the  division  also  receives  a  significant  amount  of  "pass-through"  funds 
paid  on  behalf  of  state  agencies  to  communications  vendors. 

Proprietary  Revenues  and  Expenses 

In  FY  2004,  ITSD  had  revenues  of  about  $32.4  million  from  fees  paid  by  agencies  statewide.  These  revenues  were 
received  from  the  following  funding  sources  in  the  percentages  and  approximate  amounts  listed: 

•  General  fund  (34.9  percent),  $1 1 .3  million 

•  State  special  revenue  (26.6  percent),  $8.6  million 

•  Federal  special  revenue  (26.3  percent),  $8.5  million 

•  All  other  funds  (12.1  percent),  $4.0  million 

In  FY  2004,  revenues  funded  personal  services  for  178.5  FTE  and  operating  costs.  Personal  services  of  $9.3  million 
were  31  percent  of  expenses,  with  operating  costs  making  up  an  additional  $20.6  million  or  69  percent  of  expenses.  As 
such,  personal  services  are  a  fixed  cost  driver  for  the  division  operations.  Other  major  service  areas  of  the  division  have 
additional  cost  components  that  have  large  impacts  on  their  operating  costs.  These  significant  cost  drivers  are  listed 
below  for  the  major  service  areas  of  ITSD: 

•  Desktop  services  rate  -  communications  and  software  costs 

•  SABHRS  administration  -  contracted  services  and  software  expenses 

•  Mainframe  processing  -  software,  supplies,  depreciation,  and  debt  service  interest 

•  Telephone  equipment  and  long-distance  -  communication  and  maintenance 
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2007  Biennium  Report 

on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 
6522                  ISD  Proprietary 

Agency  # 
6101 

Agency  Name 
Department  of  Administration 

Program  Name 
Information  Technology  Services  Division 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Desktop  Services 
SABHRS  Services 
Long  Distance 
Telephone  Equipment 
Computer  Processing 
Other  Charges  For  Services 
Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 
Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  •  As  Restated 
Net  Assets-  June  30 

9,399,924 
4.168,582 
2.751,562 
1.767,325 
7.980.921 
3.769.209 

9.995,209 
4,235.143 
3,467.327 
1.636.379 
7,388,745 
2,893.373 

10,412,759 
4.651,176 
2,973.515 
2,421,120 
8,617,436 
3.308.234 

10.356,786 
4,794,639 
2.900,000 
1,780,000 
9.261,194 
2,901.204 

11,433,793 
6.335.169 
3,105.000 
1,953.000 
9,169.483 
2.366.953 

11.433.793 
6,335.169 
3,105.000 
1.953.000 
8,806.031 
2.752.145 

29.837,523 
14,792 

29.616.176 
10.538 

32,384.240 
103.946 

31.993.823 

34.363.398 

34.385.138 

29,852.315 

9,438.781 
20.221.521 

29.626,714 

10.413.700 
17.359.055 

32.488.186 

9.289.923 
20,615,353 

31.993.823 

10,433,060 
20,497.045 

34,363.398 

10.454,291 

25.107.441 

34.385.138 

10.457.430 
24.931.085 

29.660.302 
192.013 

27,772.755 
1.853,959 

29.905.276 
2,582.910 

(8,438) 

30.930.105 
1,063,718 

35.561.732 
(1,198,334) 

35.388.515 
(1,003,377) 

192,013 

1.853.959 

(8,438) 
2,574,472 

67.812 

1.063,718 

(1.198.334) 

(1.003,377) 

192.013 

367.728 

(8.424) 

1,592.495 

1.951.799 

1.853.959 

2,143.812 
113.849 

2.257.661 

2,642.284 

4,111,620 
422.305 

4.533.925 

1.063.718 
7.176.209 

7,176.209 

(1.198.334) 
8.239.927 

8.239.927 

(1.003.377) 
7.041.593 

7.041,593 

2,143,812 

4,111,620 

7.176,209 

8,239,927 

7,041,593 

6.038.216 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

45  days  of  expenses 

(Total  Operating  Expenses  divided  by  8) 

4.943.384 
3.707,538 

4,628.793 
3.471,594 

4,984,213 
3,738,160 

5.155,018 
3,866,263 

5.926.955 
4,445.217 

5.898.086 
4.423.564 

The  figure  for  fund  06522  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  Division 
management  recommends  a  45-day  working  capital  balance  to  accommodate  division  billing  and  payment  cycles.  At  the 
end  of  FY  2004,  equipment  and  intangible  assets  accounted  for  roughly  60  percent  of  total  assets  of  the  fund  and 
working  capital  of  about  $760,000  provided  for  less  than  10  days  of  operating  expenses. 

Desktop  services  utilization  includes  data  connections  to  the  state  network.  The  division  is  projecting  an  approximate  1 2 
percent  average  increase  over  the  2007  biennium.  Responses  from  a  data  connection  survey  requested  from  each  agency 
are  used  to  determine  the  utilization  rate  used  in  the  rate  development.  When  these  projections  are  not  met  by  the 
agency,  rTSD  under-recovers  its  costs  and  would  either  recover  more  from  other  service  categories  or  reduce 
expenditures  by  reducing  services  provided  for  all. 

SABHRS  utilization  is  currently  not  tracked  and  is  based  on  projected  expenses. 
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Telephone  equipment  utilization  is  projected  fiom  base  year  volume.  Long-distance  utilization  is  anticipated  to  decrease 
by  approximately  2.5  percent  from  projected  FY  2005  levels,  due  primarily  to  university  system  students,  who  no  longer 
participate  in  this  long-distance  program  and  increasingly  use  cell  phones  and  phone  cards. 

Variations  in  expense  patterns  result  from  software  purchase  expenses  and  equipment  depreciation  expenses.   Software 

purchase  expenses  are  high  in  the  initial  purchase  year  and  then  only  include  fixed  maintenance  costs  for  subsequent 

years.  Equipment  depreciation  expenses  vary  when  decreases  of  depreciation  costs  for  existing  equipment  with  expiring 

depreciation  cycles  differ  from  depreciation  costs  on  new  equipment. 

Proprietary  Rate  Explanation 

The  executive  is  requesting  the  legislature  approve  rates  for  ITSD  for  the  2007  biennium  based  on  the  following 

statement: 

Information  Technology  Services  seeks  the  ability  to  continue  to  charge  various  rates  in  order  to  maintain  a  45- 
day  working  capital,  except  that  the  desktop  services  rate  may  not  exceed  $72.60  per  connection  per  month  or 
the  amount  that  was  budgeted  in  an  agency  budget,  whichever  is  more. 

Figure  7A  shows  the  rates  charged  in  FY  2004  and  those  anticipated  to  be  charged  under  the  above  proposed  rate. 


LFD 
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Growth  ofSABHRS  Costs 

The  rates  anticipated  to  be  charged  to  users  would  remain  the  same  or  decrease  from  those  charged 
in  FY  2004  for  all  rates  except  the  SABHRS  rate.  The  SABHRS  rate  would  increase  by  36  percent  over  the  amount 
allocated  to  agencies  in  FY  2004.  The  increase  is  due  to  including  SABHRS,  for  the  first  time,  in  the  midtier  cost 
allocation  model.  The  midtier  is  a  computer  network  that  is  between  a  mainframe  computer  and  a  personal  computer  in 
operating  characteristics.  Most  state  systems  that  operate  using  Oracle  database  applications  operate  in  the  midtier 
environment.  Prior  to  the  2007  biennium,  the  allocation  of  midtier  costs  for  SABHRS  were  under  a  fixed  cost 
agreement  of  $750,000  in  FY  2004.  All  other  agency  applications  were  allocated  midtier  costs  based  on  an  allocation 
model  that  used  the  amount  of  midtier  storage  space  to  allocate  the  costs  remaining  after  fixed  agreement  allocations 
were  deducted. 


For  the  2007  biennium,  the  executive  recommends  including  SABHRS  storage  needs  in  the  midtier  cost  allocation 
model.  Since  SABHRS  uses  2000  gigabytes  of  midtier  storage  compared  to  1,108  gigabytes  for  all  other  midtier 
applications  combined,  the  inclusion  of  SABHRS  in  the  cost  allocation  model  significantly  impacts  the  allocation  of 
midtier  costs  to  application  and  improves  the  equity  of  the  midtier  cost  allocation.  It  is  because  SABHRS  storage  is 
included  in  the  midtier  allocation  model  that  SABHRS  costs  would  increase  in  the  2007  biennium  from  FY  2004. 

Prior  to  including  SABHRS  in  the  midtier  cost  allocation  model,  all  other  midtier  application  users  subsidized  the  cost 
for  SABHRS  users.  With  SABHRS  in  the  allocation  model,  a  more  true  cost  is  allocated  to  all  SABHRS  users  and  the 
other  midtier  application  users  benefit  from  experiencing  midtier  rate  increases  for  the  2007  biennium  to  fund  increased 
costs  of  the  midtier. 
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SABHRS  Allocation 

Agencies  are  budgeted  for  fixed  costs  associated  with  certain  programs  that  serve  other  agencies  on  a 
statewide  basis.  Within  agency  budget  requests  is  a  component  for  fixed  costs  to  fund  payments  for  SABHRS. 
Statewide,  agency  budget  requests  include  funding  for  SABHRS  of  $6,335,169  in  FY  2006  and  $6,335,169  in  FY  2007. 
The  legislature  may  want  to  approve  a  fixed  allocation  for  SABHRS  costs  that  is  linked  with  agency  funding  to  pay  for 
SABHRS.  Approval  of  a  fixed  allocation  for  SABHRS  would  fund  SABHRS  operations  as  a  stand-alone  operation  as  it 
is  operated  and  costs  were  determined. 

•  The  legislature  could  approve  rates  for  ITSD: 

•  As  requested 

•  As  requested  except  limit  SABHRS  from  collecting  more  than  $6,335,169  in  FY  2006  and  $6,335,169  in  FY 
2007 

•  As  requested  except  limit  SABHRS  from  collecting  more  than  some  other  level  as  determined  by  the  legislature 


Figure  7A 

Information 

Technology  Services  Division 

2007  biennium 

Anticipated  Rates  and  Growth  Factors 

Service  Center 

Service  Name 

FY  2004 

FY  2006 

FY  2007 

Change  from 

Change  from 

FY  2004 

Rate 

FY  2004 

Rate 

Mainframe 

Batch  CPU 

$2.11 

-10% 

SI. 90 

-10% 

SI. 90 

CICS  CPU 

0.6155 

-10% 

0.554 

-10% 

0.554 

IDMS  CPU 

1.9447 

-10% 

1 .7502 

-10% 

1.7502 

IDMS/CICS 

0.6492 

-10% 

0.5843 

-10% 

0.5843 

IDMS/ ADS 

1.2026 

-10% 

1.0823 

-10% 

1.0823 

TSO  CPU 

2.5772 

-10% 

2.3195 

-10% 

2.3195 

Disk  storage 

0.0127 

-10% 

0.0114 

-10% 

0.0114 

SYSIN  read/write 

0.1168 

0% 

0.1168 

0% 

0.1168 

Disk  read/write 

0.1168 

0% 

0.1168 

0% 

0.1168 

Tape  read/write 

0.4406 

0% 

0.4406 

0% 

0.4406 

Midtier  * 

Midtier  (Including  Central  Imaging)            2,946,098  N/A 

4,341,694  N/A 

3,974,642 

Print 

Laser 

0.0339 

0% 

0.0339 

0% 

0.0339 

LAN  Administration 

LAN  administration 

60 

0% 

60 

0% 

60 

Desktop 

Desktop  service 

72.6 

0% 

72.6 

0% 

72.6 

VPN 

ISP/VPN 

25 

0% 

25 

0% 

25 

VPN 

10 

0% 

10 

0% 

10 

Video 

Video  conference/subscriptions 

35 

0% 

35 

0% 

35 

Voice 

Equipment 

20 

0% 

20 

0% 

20 

Long  distance 

0.105 

0% 

0.105 

0% 

0.105 

IVR 

175 

0% 

175 

0% 

175 

Voice  mail 

5 

0% 

5 

0% 

5 

Megacom 

0.1 

0% 

0.1 

0% 

0.1 

SABHRS 

SABHRS 

4,651,404 

36% 

6,335,169 

36% 

6,335,169 

*  Midtier  and  Central  Imaging  are  recovered  thru  Service  Level  Agreements  (SLA's)  with  agencies  and  will  be  included  in  their 

individual  budgets. 

Significant  Adjustments  for  the  2007  Biennium 

The  executive  included  present  law  adjustments  and  new  proposals  for  ITSD  totaling  about  $3.7  million  for  the  2007 
biennium. 
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Adjustments  included  in  the  rate  request  are: 

•  An  increase  of  $1.2  million  for  the  biennium  to  fund  statewide  adjustments  impacting  the  proprietary  funded 
portion  of  the  program.  The  adjustment  would  impact  all  areas  of  the  program  and  be  a  factor  in  all  rate  changes 
due  primarily  to  increases  for: 

•  Personal  service  adjustment  of  about  $723,000 

•  Statewide  indirect  costs  of  $5 1 9,000 

•  Rent  increases  of  $  1 05,000 

•  An  increase  of  $82,353  for  the  biennium  to  fund  increases  for  indirect  cost  payments  for  services  received  from 
other  proprietary  funded  centralized  service  functions  of  the  agency.  The  adjustment  would  impact  all  areas  of 
the  program  and  be  a  factor  in  all  rate  changes 

•  An  increase  of  $162,000  for  the  biennium  to  fund  an  upgrade  to  the  state  compressed  video  network,  METNET. 
The  upgrade  would  support  security  requirements  for  using  Internet  infrastructure  to  transmit  video  on  the 
network  by  systems  both  inside  and  outside  the  state  firewall  for  improved  video  conferencing  that  would  also 
allow  audio  conferences  to  connect  with  video  conferences.  Funding  would  allow  the  replacement  of  obsolete 
communication  equipment  no  longer  supported  by  the  manufacturer.  This  adjustment  would  impact  the  video 
services  rate 

•  An  increase  of  about  $2.4  million  for  the  biennium  to  fund  payments  associated  with  SABHRS  data  storage 
costs  on  the  state  computer  network.  This  adjustment  accounts  for  71  percent  of  the  growth  of  revenues  for 
SABHRS  services  that  are  shown  of  the  figure  for  fund  06522.  SABHRS  was  included  in  the  midtier  cost 
allocation  for  the  first  time.  Since  SABHRS  occupies  nearly  67  percent  of  the  storage  of  the  midtier  computer 
system,  inclusion  of  SABHRS  in  the  cost  allocation  model  shifted  midtier  costs  from  other  system  applications 
to  SABHRS.  It  is  this  methodology  change  that  causes  the  SABHRS  costs  to  increase 

•  An  increase  of  $100,000  for  the  biennium  to  add  funding  for  2.00  FTE  training  staff  to  provide  SABHRS 
training  to  agency  users.  This  adjustment  accounts  for  3  percent  of  the  growth  of  revenues  for  SABHRS  services 
that  are  shown  of  the  figure  for  fund  06522 

•  A  reduction  of  $258,169  for  the  biennium  to  move  funding  for  2.00  FTE  from  proprietary  funding  to  state 
special  revenue  funding  in  HB  2  to  support  the  Montana  Land  Information  Act 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-01 

FTE 

31.75 

3.25 

0.00 

35.00 

3.25 

0.00 

35.00 

35.00 

Personal  Services 
Operating  Expenses 

1,558,544 
570,483 

329,420 
70.174 

0 
0 

1,887.964 
640,657 

328,360 
51,433 

0 
0 

1,886,904 
621.916 

3,774,868 
1.262,573 

Total  Costs 

$2,129,027 

$399,594 

$0 

$2,528,621 

$379,793 

$0 

$2,508,820 

$5,037,441 

State/Other  Special 

2,129,027 

399,594 

0 

2,528,621 

379,793 

0 

2,508,820 

5,037,441 

Total  Funds 

$2,129,027 

$399,594 

$0 

$2,528,621 

$379,793 

$0 

$2,508,82(1 

$5,037,441 

Program  Description 

The  Banking  and  Financial  Institutions  Division  licenses,  supervises,  regulates,  and  examines  a  variety  of  financial 
institutions  operating  in  and  outside  Montana  such  as: 

•  State-chartered  banks,  trust  companies,  savings  and  loans,  and  credit  unions 

•  Consumer  loan  and  sales  finance  companies 

•  Title  loan  companies 

•  Escrow  companies 

•  Foreign  capital  depositories  in  accordance  with  Title  32,  MCA 

•  Deferred  deposit  loan  companies 

•  Mortgage  brokers  and  loan  originators 

The  purpose  of  the  supervisory  function  is  to  investigate  the  methods  of  operation  in  order  to  determine  whether  these 
institutions  are  operating  in  a  safe  and  sound  fiscal  manner.  Supervision  of  regulated  financial  business  is  accomplished 
through  on-site  safety  and  soundness  examinations  conducted  by  division  examiners.  The  division  also  provides  a 
consumer  complaint  process  to  resolve  matters  with  the  regulated  financial  institutions. 

The  State  Banking  Board  is  administratively  attached  to  the  division.  The  board  is  responsible  for  making  final 
determinations  of  applications  for  new  bank  charters  and  foreign  capital  depository  charters;  hearing  appeals  of  division 
decisions  on  branch  bank,  merger,  or  relocation  applications;  and  acting  in  an  advisory  capacity  with  respect  to  the  duties 
and  powers  given  by  statute  or  otherwise  to  the  department  as  the  duties  and  powers  relate  to  banking  and  to  the 
regulation  of  foreign  capital  depositories. 
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Program  Highlights 


Department  of  Administration 

Banking  and  Financial  Division 

Major  Budget  Highlights 


The  state  special  revenue  budget  would  increase  through  adjustments 
totaling  about  $779,000  for  the  biennium  over  the  base  (an  average 
annual  increase  of  1 8  percent)  due  primarily  to: 

•  Statewide  present  law  adjustments 

•  Funding    to    add    3.25     FTE    bank    examiners     and 
administrative  support 

•  Personal  computer  replacements 

•  Maintenance  of  accreditation  through  the  Conference  of 
State  Bank  Supervisors 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Banking  And  Financial  Division 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02077  Financial  Institutions  Div 
Grand  Total 

$2,129,027           100.0%    $2,528,621 
$2,129,027            100.0%     $2,528,621 

100.0% 
100.0% 

$2,508,820 
$2,508,820 

100.0% 
100.0% 

The  division  is  funded  solely  by  state  special  revenue  through  assessments,  application  fees,  and  examination  fees  paid 
by  the  regulated  financial  institutions. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

228,582 

(71,483) 

(5,987) 

9,651 

228,002 

(71.458) 

(5,862) 

7,728 

Total  Statewide  Present  Law  Adjustments 

$160,763 

$158,410 

DP  301  -  Indirect  Administrative  Costs 

0.00                        0               (4,882) 
DP  1401  -  Request  3.25  FTE  Bank  Examiners 

3.25                       0             227,563 
DP  1402  -  Replace  desktop  computers  and  network  printer. 

0.00                        0                11,150 
DP  1403  -  Fund  ongoing  CSBS  accreditation  program 

0.00                      0                5,000 

0 
0 
0 
0 

(4,882) 

227,563 

11,150 

5,000 

0.00 
3.25 
0.00 
0.00 

0 
0 
0 
0 

(4,915) 

221 ,298 

0 

5,000 

0 
0 
0 
0 

(4,915) 

221,298 

0 

5,000 

Total  Other  Present  Law  Adjustments 

3.25                     $0 

$238,831 

so 

$238,831 

3.25 

$0 

$221,383 

$0 

$221 ,383 

Grand  Total  All  Present  Law  Adjustments 

$399,594 

$379,793 

DP  301  -  Indirect  Administrative  Costs  -  A  reduction  of  $9,797  state  special  revenue  for  the  biennium  is  requested  to 
fund  increases  and  allocation  changes  in  indirect  cost  payments  for  services  received  from  proprietary  funded  centralized 
service  functions  of  the  agency. 
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Indirect  Administrative  Cost  Reduction 

The  allocation  of  indirect  administrative  costs  to  the  Banking  and  Financial  Institutions  Division 
would  be  reduced  while  the  costs  of  the  programs  funded  with  the  indirect  administrative  cost  assessments  would 
increase.  The  reduction  for  the  division  is  due  primarily  to  the  lower  historical  and  anticipated  usage  of  the  Legal 
Services  Unit  in  the  Administrative  Financial  Services  Division.  Because  of  the  lower  usage  of  legal  services,  the 
division  has  been  allocated  nearly  $15,500  less  of  the  Legal  Services  Unit  costs  for  the  biennium. 


DP  1401  -  Request  3.25  FTE  Bank  Examiners  -  An  increase  of  $448,861  state  special  revenue  for  the  biennium  is 
requested  to  fund  an  additional  3.25  FTE  and  costs  for  associated  office  equipment  and  travel  expenditures. 


LFD 

issui: 


Additional  FTE 

Of  the  3.25  FTE  the  executive  recommends  adding,  3.00  FTE  would  be  for  bank 
examiners  and  0.25  FTE  would  be  used  to  expand  existing  administrative  support 
positions.      The   increased  administrative   support  FTE   would  address   increased 
workload  for  licensing  and  monitoring  duties  in  the  mortgage  broker  and  loan 
originator  program. 


Figure  14A 

Bank  Examiner 

Salary  Distribution 


Postion      Pay    FTE  in  Average 
Status       Band     Band       Salary 


Existing 
Existing 
Existing 
DP  1401 


5  9.00  S33.448 

6  11.00  42,376 

7  2.00  58,497 
6  3.00  44,772 


Funding  for  the  additional  bank  examiners   is  higher  than  entry  level   to   fund 

experienced  examiners  at  salaries  competitive  with  those  offered  in  similar  programs. 

The   division   funds   bank   examiners   under   the   broadband   pay   plan   alternative 

classification  system.  Figure  14A  illustrates  the  salary  distribution  for  bank  examiners 

in  the  division.  Except  for  two  positions  that  are  in  band  7,  existing  bank  examiners  are 

classified  in  pay  bands  5  and  6.   This  adjustment  would  fund  the  additional  3.00  FTE  bank  examiners  at  salary  levels 

$2,400  higher  than  the  average  for  existing  positions  in  band  6. 

The  executive  has  stated  that  additional  bank  examiners  are  needed  to  address  the  increased  workload  that  has  resulted 
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LFD 

ISSUE 

Cont. 


from  an  increased  number  and  size  of  financial  businesses  regulated  by  the  division,  and  because  of  the 
Montana  Mortgage  Broker  and  Loan  Originator  Licensing  Act  passed  by  the  2003  Legislature.  Because 
of  the  act,  the  division  began  licensing  mortgage  brokers  and  loan  originators  on  July  1 ,  2004.  The 
division  expects  to  issue  between  1,000  and  1,500  mortgage  broker  and  loan  originator  licenses  by  the 

end  of  calendar  year  2004.   The  division  will  now  need  to  examine  the  mortgage  brokers  and  loan  originators,  which 

would  add  an  estimated  1,100  to  1,300  examination  and  investigation  hours  each  year. 

The  2003  Legislature  approved  funding  to  add  4.00  FTE  bank  examiners  and  to  provide  broadband  pay  plan  salary 
increases  in  both  FY  2004  and  FY  2005  to  move  bank  examiners  to  a  professional  financial  institution  examiner  career 
ladder  plan.  The  salaries  for  the  existing  examiners  in  Figure  14A  include  pay  raises  given  in  FY  2004  with  the  funding 
from  the  2003  Legislature.  As  such,  the  salaries  proposed  in  this  adjustment  may  lead  to  a  skewing  of  salaries  in  the 
division  and  may  drive  future  increases  to  maintain  salary  equity. 

Prior  to  approving  this  adjustment,  the  legislature  may  wish  to  have  the  executive  justify  how  the  salaries  proposed  in 
this  adjustment  affect  the  long-range  salary  plan  of  the  professional  financial  institution  examiner  career  ladder. 


DP  1 402  -  Replace  desktop  computers  and  network  printer.  -  An  increase  of  $1 1,150  state  special  revenue  for  FY  2006  is 
requested  to  replace  five  personal  computers  in  accordance  with  the  four-year  state  standard  computer  replacement  cycle 
and  one  network  printer. 


LFD 
ISSUE 


Base  Funding  Exists 

The  base  includes  $11,737  to  purchase  computer  hardware.  As  such,  $23,474  state  special  revenue 
would  be  available  to  fund  computer  replacements  in  the  2007  biennium  without  this  adjustment.  With  a  headcount  of 
33  people  in  the  division  and  the  current  standard  cost  of  about  $1,300  for  a  replacement  computer,  the  division  would 
only  need  about  $21,000  each  biennium  to  replace  one  computer  per  staff  on  a  four-year  replacement  cycle.  It  would 
appear  that  base  funding  is  adequate  to  fund  both  the  replacement  computers  and  a  replacement  network  printer  at  the 
$3,650  estimated  cost  of  the  division  without  this  adjustment. 


DP  1403  -  Fund  ongoing  CSBS  accreditation  program  -  An  increase  of  $10,000  state  special  revenue  for  the  biennium  is 
requested  to  maintain  division  accreditation  through  the  Conference  of  State  Bank  Supervisors  (CSBS).  The  adjustment 
includes  funding  to  pay  a  $5,000  annual  dues  assessment  comprised  of  a  $3,000  annual  fee  to  maintain  accreditation  plus 
20  percent  of  the  estimated  cost  of  $10,000  to  fund  a  re-accreditation  assessment  in  FY  2010. 


LFD 
COMMENT 


Notification  of  Accreditation 

In  November  2004,  the  state  received  notification  from  the  Conference  of  State  Bank  Supervisors 
(CSBS)  that  the  Montana  Division  of  Banking  and  Financial  Institutions  has  met  all  the  requirements  for  professional 
accreditation.  CSBS  is  the  national  association  of  state  officials  responsible  for  chartering,  supervising,  and  regulating 
the  nation's  6,300-plus  state-chartered  banks.  CSBS  accreditation  verifies  that  a  state  banking  department  can 
effectively  fulfill  its  responsibility  of  chartering,  regulating,  and  supervising  the  state's  banks  and  bank  holding 
companies.  The  accreditation  is  valid  for  five  years. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

31.50 

0.00 

0.00 

31.50 

0.00 

).00 

31.50 

31.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,395,508 

5,791,085 

38,839 

1,135,317 

17,046 

806,979 

7,000 

(1,135,317) 

0 

120,000 

0 

0 

1,412,554 

6,718,064 

45,839 

0 

17,292 

208,598 

0 

(1,135,317) 

0 
0 
0 
0 

1,412,800 

5,999,683 

38,839 

0 

2,825,354 

12,717,747 

84,678 

0 

Total  Costs 

$8^60,749 

($304,292) 

$120,000 

$8,176,457 

($909,427) 

$0 

$7,451,322 

$15,627,779 

Proprietary 

8,360,749 

(304,292) 

120,000 

8,176,457 

(909,427) 

0 

7,451,322 

15,627,779 

Total  Funds 

$8360,749 

($304,292) 

$120,000 

$8,176,457 

($909,427) 

$0 

$7,451322 

$15,627,779 

Program  Description 

The  Montana  State  Lottery  designs  and  markets  lottery  games  that  allow  players  to  purchase  chances  to  win  prizes.  The 
lottery  presently  offers  a  variety  of  instant/scratch  and  lotto-style  games,  some  in  cooperation  with  other  lotteries  through 
the  Multi-State  Lottery  Association.  A  five-member  lottery  commission,  appointed  by  the  Governor,  sets  policy  and 
oversees  program  activities  and  procedures.  The  net  revenue,  after  prizes,  sales  commissions  and  operating  expenses,  is 
deposited  in  the  state  general  fund  on  a  quarterly  basis. 

Program  Highlights 


Department  of  Administration 

Montana  State  Lottery 

Major  Budget  Highlights 


Total  fund  budget  would  decrease  through  adjustments  totaling  $1.1 
million  for  the  biennium  below  the  base  (an  average  annual  reduction 
of  6.5  percent)  through  offsetting  increase  and  reduction  adjustments 
Adjustments  that  reduce  funding  are  due  primarily  to: 

•  Retirement  of  debt  services  for  the  installment  purchase  of 
the  on-line  gaming  system 

•  A  reduction  in  the  allocation  for  indirect  costs  paid  to 
centralized  service  programs  of  the  agency  that  are  funded 
through  proprietary  funds  derived  from  charging  fees  to 
programs  served 

Adjustments  that  increase  funding  are  due  primarily  to: 

•  Replacement  of  computer  equipment  for  the  on-line 
gaming  system  and  the  computer  network  for  the  system 

•  Rent  increase  for  lottery  offices  and  warehouse  space 

•  Vendor  payments  to  the  operator  of  the  on-line  gaming 
system 

•  Signs  for  lottery  retail  locations 
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Program  Discussion 

Return  on  Investment  Report 

Language  Directing  the  Report 

The  2003  Legislature  included  the  following  language  in  HB  2  for  the  2005  biennium  that  directed  the  Montana  State 

Lottery  to  provide  reports  for  the  2005  Legislature  to  consider  when  appropriating  funds  for  the  lottery. 

The  Montana  State  Lottery  shall  present  a  report  to  the  Joint  Appropriations  Subcommittee  on  General 
Government  and  Transportation  of  the  59th  Legislature  that  documents  the  return  on  investment  of  each  lottery 
game  offered  during  the  2005  biennium  and  the  anticipated  return  on  investment  for  each  lottery  game  planned 
for  the  2007  biennium.  For  each  lottery  game,  the  report  must  itemize  direct  and  indirect  costs  and  revenue. 

The  legislature  requested  the  information  on  costs  and  return  on  investment  to  better  enable  the  appropriations 
subcommittee  to  evaluate  budget  requests  as  to  the  potential  impacts  on  the  transfer  of  lottery  funds  to  the  general  fund 
from  budget  requests.  The  information  provided  for  completed  fiscal  years  provides  an  indication  of  actual  return  on 
investment  experience,  but  since  FY  2004  was  the  first  year  the  legislature  required  the  information,  it  doesn't  provide  a 
comparison  between  what  was  investment  returns  were  anticipated  when  appropriating  lottery  funds  and  the  result  from 
the  appropriations. 

Information  Provided  by  the  Montana  State  Lottery 

The  lottery  has  provided  these  reports  as  directed.  The  reports  are  shown  in  Figures  15 A,  15B,  and  15C.  The  report  for 
FY  2004  shows  that  the  Qwik  Tix  game  was  not  a  profitable  product  of  the  lottery  and  had  a  negative  impact  on  the 
transfer  of  lottery  funds  to  the  general  fund.  Sales  of  the  Qwik  Tix  game  are  continuing  in  FY  2005,  but  without 
promotional  or  other  expenditures  above  statutory  direct  cost  for  payouts  and  commissions  and  an  allocation  of  indirect 
costs  of  the  lottery.  In  FY  2005  with  reduced  costs,  Qwik  Tix  has  a  positive  impact  on  the  general  fund  transfer,  but  well 
below  expectations.  The  lottery  has  made  no  long-term  commitments  for  continuing  Qwik  Tix  into  the  2007  biennium, 
so  it  doesn't  appear  on  Figures  15B  and  15C. 
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Figure  15A 

Montana  Lottery 

Report  on  Fiscal  Year  2004  Financial  Activity  by  Product 


Scratch 
Tickets 


Powerball 


Revenue: 

Product  Sales 
Other 

(Uoanamg,  Intaiaal) 

Total  Revenue 


Montana  Admin 

Cash  Wild  Card  Hot  Lotto      Qwik  Tix    (MEMO  Only)  TOTALS 


10,378,001    $    16,972,086 
13.144  21,495 


$    4,186.863     $    2,329,385      $    2.435.021      436,301 
5.303  2,950  3.084  552 


$    36,737.657 
46.528  46.528 


$   10.391,145    $    16.993.581      $    4.192,166      $   2.332,335      $    2.438.105      436,853 


Direct  Costs: 

Statutory 

(Prlzea  &  Commtaalona) 

Add  One-Time  Reserve  Refund 
Net  Statutory  Din  $" 

HB2 

(Vandor  Fm.  Scratch  Tk*ata.  Ouaa.  Intaraat) 

Non-Budgeted 

(Syatam  Dapradatlon  &  Amortization) 


(6,969,000)    (8.885.085) 
442,068 


(2.418.486)   (1.347.410)    (1.295,805)  (297,155) 


46,528  $  36,784,185 

(21,212.941) 
442.068 


(6.969.000)  $  (8.443,017) 

(1.561,489)    (1.495.407) 

(292,479)     (484,247) 


$(2,418,486)  $(1,347,410)  $  (1.295.805)  (297,155) 
(352,517)  (221,722)  (220.308)  (36,735) 
(119,459)      (66,462)      (69,476)  (12,448) 


0  $  (20.770.873) 

46.845     (3.888.178) 

(1.044,571) 


Total  Direct  Costs 

Indirect  Costs: 

HB  2  Operating  Expenses 

(Paraonnal.  Advertising  Rant.  Supplies,  ate) 

Non-Budgeted 

(Othat  Daprectabon.  Loaa  on  Sala  of  Aaaet.  ate  ) 


Ratio  Transfer  to  Revenue 


$    (8,822,968)  $  (10.422.671)    $(2,890,462)    $(1,635,594)    $  (1,585.589)  (346,338)  46.845    $(25,703,622) 


(901,275)  (851.754) 

(9.887)  (5.005) 


(267,458)  (180,059)  (210,455)  (534,100)         1.011,167  (2.945,101) 

(1.891)  (1.147)  (1,160)  (770)  4,489  (19.860) 


6.33% 


33.67% 


24.66% 


22.13% 


26.32%   -10185% 


22  09% 
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Montana  Lottery 
Anticipated  FY2006  Financial  Activity  by  Product 


BASE  BUDGET 


Revenue: 
Product  Sales 
Other 

(Licensing.  Interest) 

Total  Revenue 

Direct  Costs: 

Statutory 

(Pnzfts  4  Commissions) 

HB2 

*  (Vendor  Fee,  Scratch  Tickets.  Dues) 

Non-Budgeted 

(System  Depreciation  &  Amortization ) 

Total  Direct  Costs 
Indirect  Costs: 
HB2  Operating  Expenses 

(Personnel.  Advertising.  Rent.  Supplies,  etc  ) 

Non-Budgeted 

(Osner  Depreciation  Loss  on  Sale  of  Asset,  etc  ) 

Total  Indirect  Costs 


Scratch 
Tickets 

$  10,300.000    $ 
14.878 


Montana 
Cash  Wild  Card         Hot  Lotto 


TOTALS 


4.150.000    $    2,300,000    $    2.350.000    $     36,000.000 
5.995  3.322  3.394  52,000 


$  10,314,878    $ 
(6,901,000) 
(1,581,050) 
(213,774) 


$   (8,695.824)  $ 
(870,937) 
(9,920) 


$       (880.857)  $ 
Assumes  no  change  in  Vendor  fee  %  with  new  contract 


Powerball 

16.900.000    $ 
24.41 1 

16.924.411    $ 

(8.957.000) 

(1,411.150) 

(361.479) 

(10.729.629)  $ 

(1,429.012) 

(16.277) 

(1.445.289)  $      (354.908)  $      (196.696)  $      (200,973)  $     (3.078.723) 


ADDITIONAL  INFORMATION 


4.155.995  $    2.303.322    $  2.353.394    $  36.052.000 

(2.365,500)       (1,334.000)  (1.292.500)  (20.850,000) 
(346.525)         (192.050)         (196.225)         (3.727.000) 
(88.765)            (49.195)            (50.265)  (763.478)  $ 


281.093   Reduction  from  FY2004 
See  Note  A  on  page  2 


(2,800.790)  $  (1.575,245)  $  (1.538.990)  $   (25.340.478) 

(350,911)  (194.481)  (198.709)  (3.044.050) 

(3.997)  (2,215)  (2.264)  (34.673) 


EPP  01501  -  Administrative  Server 
Indirect  Cost 
Non-Budgeted  Depreciation 

EPP  01502  -  Commission  Per  Diem 
Indirect  Cost 


(381)  $ 
(358)  $ 


(624)  $  (153)  $  (85)  $  (87)  $  (1.330)  $ 

(587)  $  (144)  $  (80)  $  (81)  $  (1.250) 


7.000   Total  cost  of  Server  to  be 
depreciated  over  5  years. 


EPP  01503  -  Operating  System  (see  Note  A) 
Depreciation/Amortization  Reduction  (memo  only) 
Direct  Cost 

Non-Budgeted  Depreciation  (10.500) 

Indirect  Cost 

HB2-  Other  Svcs/Supplies/Repairs  (42.917) 

Net  Effect  on  Transfer  $        (53.41 7)  $ 


EPP  01504  ■  Permanent  Lighted  Signage 

Revenue  (1 .028%  sales  increase) 
Oirect  Cost 
Statutory 
■       HB2 -  Vendor  Fee  (62140) 
Indirect  Cost 

HB2  -  Supplies  (62200) 
Net  Income 

EPP  01506 -Building  Rent 

Indirect  Cost 

GENERAL  FUND  TRANSFER 


EPP  01507  -  Vendor  Fees/Sales  Growth  (See  Note  B) 
Revenue 
Direct  Cost 
Statutory 

•  HB2  -  Vendor  Fee  (62140) 
Net  Income 

•  Assumes  no  change  in  Vendor  fee  %  with  new  contract 


(17.755) 

(70,416) 
(88.171)  $ 


174,472 


(4,360) 

(17,292) 
(21.652)  $ 


(72,542) 
(8.908) 

(95.950) 
(14.568) 

(25.391) 
(3.594) 

(14,368) 
(2,000) 

(13,767) 
(2.090) 

(222,018) 
(31,160) 

$ 

(25,236) 
0  $ 

(63,954) 
0  $ 

(14,056) 
0  $ 

(7,579) 
0  $ 

(9.175) 
0  $ 

(120.000) 
0 

$ 

(755)  $ 

(1.239)  $ 

(304)  $ 

(169)  $ 

(173)  $ 

(2.640) 

$ 

683.286  $ 

4.658.872  $ 

978,044  $ 

519.048  S 

600.829  $ 

7,440,079 

Note  A: 

In  1999.  the  Lottery  purchased 
$      281.093   its  gaming  system  which  will 
be  completely  depreciated  as 
(2.416)  (2,469)  (37.500)  (37.500)  of  3/2006.  We  believe  the 

system  does  not  need  to  be 

(150,000)         (150.000)  replaced  but  only  refurbished. 

(187.500)  $        93.593   $281 .093  represents  a 

reduction  in  depreciation  and 
amortization  if  the  system  does 
23,947  25,032  373,1 78  not  need  to  be  replaced. 

$93,593  represents  the  possible 
decrease  in  associated  expenses 
Total  budget  request  is  for  a 
$600,000  biennium  appropnation. 


(9,583)  (9,792) 

(11.999)  $        (12.261)  $ 


Note  B: 

These  vendor  fees  would  be 
1.796,400   necessary  with  possible 

sales  growth  due  to  unexpected 
(988.020)  jackpots  or  new  product 
(150,000)  introduction.  The  net  income  of 
658.380   $658,380  represents  what  could 
be  earned  if  all  vendor  fees 
were  needed 


Figure  1 5B 
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BASE  BUDGET 

Scratch 

Tickets 

Revenue: 

Product  Sales 

$  10.300.000    $ 

Other 

15.173 

(Licensing,  Interest) 

Total  Revenue 

$  10,315.173    $ 

Direct  Costs: 

Statutory 

(6.901.000) 

(Prizes  &  Commissions) 

HB2 

(1.581.050) 

"  (Vendor  Fee.  Scratch  Tickets,  Dues) 

Non-Budgeted 

(System  Depreciation  &  Amortization) 

Total  Direct  Costs 

$  (8.462.050)  $ 

Montana  Lottery 
Anticipated  FY2007  Financial  Activity  by  Product 

Montana 
Powerball  Cflib  WJlILCaid.         HfiilfiilQ.  TOTALS 

16,400.000    S   4.050.000    $   2.250.000    $   2.300.000    $   35.300.000 
24.159  5.892  3.388  3,388  52.000 


ADOmONAL  INFORMATION 


16.424.159    $   4.055,892    $    2.253.388    $   2.303.388    $    35.352.000 

(8.692.000)      (2,308.500)      (1.305.000)      (1.265.000)      (20,471.500) 
(1.369.400)         (334.000)         (192.050)         (192.050)        (3.668.550) 

0 


S     1.044.571  Reduction  from  FY2004 
See  Note  A  on  page  2 


Indirect  Costs: 
HB2  Operating  Expenses  (888.367) 

(Personnel.  Advertising,  Rent,  Supplies,  etc.) 
Non-Budgeted  (2.918) 

(Other  Depreciation.  Loss  on  Sale  of  Asset,  etc.) 

Total  Indirect  Costs  $      (891.285)$ 

"  Assumes  no  change  in  Vendor  fee  %  with  new  contract 

EPP  1501  -  Admlnlatratlve  Server 

Indirect  Cost 
Non-Budgeted  Depreciation  $  (388)  $ 

EPP  »1 502  -  Commlaalon  Per  Olem 

Indirect  Cost  $  (365)  $ 

EPP  ITI503  ■  Operating  System  (See  Note  Al 
Depredation/Amortization  Reduction  (memo  only) 
Direct  Cost 

Non-Budgeted  Depreciation  (24,500) 

Indirect  Cost 

HB2  -  Other  Svcs/Supplies/Repairs  (43.768) 

Net  Effect  on  Transfer  $        (68,268)  $ 

EPP  01504  -  Permanent  Lighted  Signage 

Revenue  (1  028%  sales  increase!  106.686 

Direct  Cost 
Statutory  (72.551) 

'      HB2  -  Vendor  Fee  (62140)  (8,908) 

Net  Income  $         25.227    $ 

EPP  1506-  Building  Rent 
Indirect  Cost  $  (1.165)  S 

GENERAL  FUND  TRANSFER  $        896.879    $ 

EPP  IH 507  ■  Vendor  Few  (See  Note  B) 

Revenue 

Direct  Cost 
Statutory 
•      HB2-  Vendor  Fee  (62140) 

Net  Income 

"  Assumes  no  change  in  Vendor  fee  %  with  new  contract 


(10.061,400)  $  (2.642.500)  $  (1,497.050)  $  (1.457.050)  S  (24.140.050) 

(1.414.487)         (349.309)         (194,061)         (198.373)        (3,044.597) 
(4.646)  (1.147)  (637)  (652)  (10.000) 


(1.419.133)  $     (350.456)  $     (194.698)  S     (199.025)  $    (3.054.597) 


(618)  $ 
(581)  $ 

(41.327) 


(153)  $ 
(143)  $ 

(10,207) 


(85)  $ 
(80)  $ 

(5.670) 


(87)  $ 
(81)  $ 

(5.796) 


(1.331) 
(1.250) 

(87.500) 


(69.688)  (17,210)  (9,561)  (9,773)  (150,000) 

(111.015)  S       (27,417)  $       (15.231)  $       (15,569)  $       (237.500) 


174.473 

(95.970) 
(14.568) 


43.041 

(25.397) 
(3.595) 


63.935    $         14.049    $ 


(14.368) 

(1,999) 


7,579    $ 


25.032 

(13.768) 
(2,090) 

9.174    $ 


373.178 

(222.054) 
(31.160) 

119.964 


7.000  Total  cost  of  Server  lo  be 
depreciated  over  5  years 

Note  A 

In  1999,  the  Lottery  purchased 
1.044.571    its  gaming  system  which  wil 
be  completely  depreciated  as 
(87,500)  of  3/2006.  We  believe  the 
system  does  not  need  to  be 
(150,000)  replaced  but  only  refurbished. 
807,071    $1,044,571  represents  a 

reduction  in  depredation  and 
amortization  if  the  system  does 
not  need  to  be  replaced 
$807,071  represents  the  possible 
decrease  in  associated  expenses 
Total  budget  request  is  for  a 
$600,000  biennium  appropriation 


(1.855)  $  (458)  $  (254)  $  (260)  $  (3.992) 

4.893.492    $    1.048.814    $       553.569    $       640.490    $     8.033.244 


NoteB 

These  vendor  fees  would  be 
$   2.994.000  necessary  with  possible 

sales  growth  due  lo  unexpected 
(1.646,700)  jackpots  or  new  product 
(250,000)  introduction.  The  net  income  of 
$   1.097.300   $1,097,300  represents  what  could 
be  earned  if  all  vendor  fees 
were  needed. 


Figure  15C 


Continuation  and  Augmentation  of  Reporting  Requirement 

If  the  2005  Legislature  includes  similar  language  for  presentation  to  the  2007  Legislature,  a  comparison  could  be  made 

between  what  was  anticipated  (Figures  15B  and  15C)  and  what  actually  occurred  for  FY  2006.  Because  FY  2007  would 

not  be  completed,  the  legislature  may  want  to  require  that  updated  projections  for  FY  2007  be  presented  for  comparison 

against  expectations  shown  on  Figures  15B  and  15C  and  used  by  the  legislature  when  appropriating  2007  biennium 

funds. 

Figures  15B  and  15C  show  information  for  fiscal  years  under  consideration  for  appropriation  by  the  legislature  for  the 
2007  biennium.  The  information  shows  anticipated  impacts  of  expenditure  adjustments  from  each  proposed  initiative  on 
the  transfer  to  the  general  fund.  The  direct  expenditure  impact  is  obvious  since  expenditure  increases  directly  reduce  the 
amount  of  the  transfer  by  the  expenditure  amount.  Expenditure  adjustments  are  made  for  various  reasons,  such  as 
general  costs  of  doing  business  or  costs  incurred  in  anticipation  of  impacting  revenue  growth.  The  legislature  may  wish 
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to  require  inclusion  of  the  expected  revenue  impact  from  each  initiative  in  future  reports  m  addition  to  the  expenditure 
information  currently  required.  Augmenting  the  information  with  revenue  expectations  from  the  initiatives  would  better 
enable  the  legislature  in  appropriating  lottery  funds  with  the  goal  of  maximizing  the  transfer  for  funds  to  the  general 
fund. 

Actual  impacts  on  revenues  from  each  initiative  may  be  difficult  to  isolate  with  certainty,  but  actual  revenue  impacts 
could  be  compared  to  expectations  to  better  evaluate  the  impacts  of  appropriations  on  lottery  revenues.  If  the  reporting 
requirements  were  changed  as  indicated  and  continued,  the  information  on  expected  results  could  be  compared  with 
actual  results  to  better  aid  the  legislature  in  appropriating  lottery  funds. 

The  legislature  has  the  following  options  for  lottery  reporting  requirements: 

•  Option  A  -  Discontinue  reporting  requirements 

•  Option  B  -  Require  that  the  lottery  provide  the  same  information  for  the  2007  Legislature  required  in  the 
language  for  presentation  to  the  2005  Legislature 

•  Option  C  -  Require  that  the  lottery  provide  the  same  information  for  the  2007  Legislature  required  in  the 
language  for  presentation  to  the  2005  Legislature,  but  augmented  to  include  presentation  of  the  expected  revenue 
impact  from  each  initiative 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Montana  State  Lottery 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget         %  of  Budget 
FY  2004         FY  2006           FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

06001  State  Lottery  Fund 
Grand  Total 

$  8,360,749 
$  8,360,749 

100.0%     $  8,176,457               100.0% 
100.0%     $  8,176,457              100.0% 

$7,451,322 
$7,451,322 

100.0% 
100.0% 

The  lottery  is  funded  entirely  with  proprietary  funds  derived  from  lottery  game  revenues.  Net  revenues  of  the  lottery  are 
by  state  law  transferred  to  the  general  fund.  Therefore,  the  lottery  is  indirectly  funded  with  general  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

74,6(14 

74.S5-7 

Vacancy  Savings 

(58,808) 

(58,815) 

Inflation/Deflation 

(5,492) 

(5,576) 

Fixed  Costs 

60,839 

(38,777) 

Total  Statewide  Present  Law  Adjustments 

$71,143 

($28,311) 

DP  301  -  Indirect  Administrative  Costs 

0.00 

0 

0 

0 

(1.008)* 

0.00 

0 

0 

0 

(1,041)* 

DP  1501  -  Administrative  Server  -  OTO 

0.00 

0 

0 

0 

7,000  * 

0.00 

0 

0 

0 

0 

DP  1502  -  Commission  Per  Diem 

0.00 

0 

0 

0 

1,250* 

0.00 

0 

0 

0 

1,250  * 

DP  1 503  -  Operating  System 

0.00 

0 

0 

0 

600,000  * 

0.00 

0 

0 

0 

0 

DP  1506 -Rent 

0.00 

0 

0 

0 

2,640* 

0.00 

0 

0 

0 

3,992* 

DP  1507- Vendor  Fees 

0.00 

0 

0 

0 

150,000* 

0.00 

0 

0 

0 

250,000  * 

DP  1 550  -  Reduce  debt  service 

0.00 

0 

0 

0 

(1,135,317)* 

0.00 

0 

0 

0 

(1,135,317)* 

Total  Other  Present  Law  Adjustments 

0.00 

so 

so 

so 

($375,435)* 

0.00 

SO 

$0 

SO 

($881,116)* 

Grand  Total  All  Present  Law  Adjustment! 

($304,292)* 

(S909.427)* 

DP  301  -  Indirect  Administrative  Costs  -  A  reduction  of  $2,049  lottery  proprietary  fund  for  the  biennium  is  requested  to 
fund  increases  and  allocation  changes  in  indirect  cost  payments  for  services  received  from  proprietary  funded  centralized 
service  functions  of  the  agency. 


LFD 

COMMENT 


Indirect  Administrative  Cost  Reduction 

The  allocation  of  indirect  administrative  costs  to  the  lottery  would  be  reduced  while  the  costs  of  the 
programs  funded  with  the  indirect  administrative  cost  assessments  would  increase.  The  reduction  for  the  lottery  is  due 
primarily  to  the  lower  historical  and  anticipated  usage  of  the  Legal  Services  Unit  in  the  Administrative  Financial 
Services  Division.  Because  of  the  lower  usage  of  legal  services,  the  division  has  been  allocated  nearly  $19,900  less  of 
the  legal  Services  costs  for  the  biennium. 


DP  1501  -  Administrative  Server  -  OTO  -  An  increase  of  $7,000  lottery  proprietary  fund  for  FY  2006  is  requested  to 
replace  the  administrative  server  that  controls  the  lottery  local  area  network.  The  executive  recommends  the  legislature 
designate  an  appropriation  for  this  request  as  one  time  only. 

DP  1502  -  Commission  Per  Diem  -  An  increase  of  $2,500  lottery  proprietary  fund  for  the  biennium  is  requested  to  fund 
per  diem  for  five  meetings  of  the  lottery  commission  per  year. 

DP  1503  -  Operating  System  -  An  increase  of  $600,000  lottery  proprietary  fund  for  the  biennium  is  requested  to  replace, 
refurbish,  or  buy  new  equipment  and  software  for  the  on-line  gaming  system  that  allows  sales  of  all  tickets,  tracks  sales 
and  winning  tickets,  and  provides  all  accounting  information  related  to  lottery  transactions.  The  executive  recommends 
the  legislature  designate  an  appropriation  for  this  request  as  biennial. 
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LFD 
ISSUE 


Uncertainty  of  Future  Expense 

With  one-time  funding  from  the  2003  Legislature,  the  lottery  has  contracted  with  a  lottery  consultant  to 
evaluate  the  on-line  gaming  system  for  performance,  life  expectancy,  and  maintenance  costs.  The  report  from  the 
consultant  has  not  been  received  to  validate  the  costs  included  in  the  adjustment  for  the  operating  system.  As  such,  the 
expected  costs  of  the  adjustment  are  not  based  on  a  validated  system  maintenance  plan  or  component  replacement 
schedule. 


The  legislature  may  wish  to  designate  the  funding  of  the  adjustment  as  one-time-only  so  future  funding  can  be  evaluated 
on  the  merit  of  a  systematic  maintenance  plan,  when  developed.  Because  the  funding  included  in  the  adjustment  is 
speculative  instead  of  plan  based,  the  legislature  may  also  want  to  restrict  the  funding  only  for  expenditures  to  maintain 
the  infrastructure  of  the  on-line  gaming  system. 

If  the  legislature  wishes  to  approve  the  funding  of  this  adjustment  it  has  the  following  options: 

•  Approve  the  adjustment  as  requested 

•  Approve  the  adjustment  as  requested  but  with  the  addition  of  one  or  both  of  the  following  additional 
designations: 

•  One-time-only 

•  Restricted  for  expenditures  directly  relating  to  maintaining  the  on-line  gaming  system  software  and 
hardware  infrastructure 


DP  1506  -  Rent  -  An  increase  of  $6,632  lottery  proprietary  fund  for  the  biennium  is  requested  to  fund  increased  rent 
costs  for  lottery  office  and  warehouse  space  based  on  actual  rental  contract  terms  and  projected  costs  expected  after  the 
lease  contract  expires  and  is  renegotiated  after  March  2007. 

DP  1507  -  Vendor  Fees  -  An  increase  of  $400,000  lottery  proprietary  fund  for  the  biennium  is  requested  to  fund 
payments  to  the  vendor  that  operates  and  maintains  the  lottery  operating  systems. 


LFD 
COMMENT 


Vendor  Fees 


The  vendor  that  operates  and  maintains  the  lottery  operating  systems  performs  under  a  percentage- 
of-sales  contract.  Therefore,  when  sales  increase,  the  payments  to  the  vendor  increase.  The  lottery  estimates  a  $1.8 
million  revenue  increase  in  FY  2006  and  $3.0  million  increase  in  FY  2007. 


LFD 
ISSUE 


Restricted  Designation 

The  fee  paid  to  the  vendor  is  based  on  a  percent  of  sales.  If  the  sales  increase  as  anticipated,  the  lottery 
would  expend  the  appropriation  from  this  adjustment.  However,  if  sales  do  not  increase  as  anticipated,  the  lottery  would 
have  excess  authority  that  could  be  used  at  their  discretion. 

The  legislature  may  want  to  restrict  the  appropriation  for  this  adjustment  to  only  allow  expenditures  to  be  made  as 
indicated. 


DP  1550  -  Reduce  debt  service  -  A  reduction  of  almost  $2.3  million  lottery  proprietary  fund  for  the  biennium  is 
requested  to  eliminate  base  funding  for  debt  service.  All  lottery  debt  for  the  installment  purchase  of  the  on-line  gaming 
system  has  been  retired  during  the  2005  biennium  and  funding  is  no  longer  needed. 
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New  Proposals 


New  Proposals 

Program               fit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1 504  -  Permanent  Signage 
15              0.00 

Total              0.00 

0 

$0 

0 
$0 

0 

$0 

120,000* 

$120,000  • 

0.00 

0.00 

0 
$0 

0 

$0 

0 

So 

0 

SO 

DP  1504  -  Permanent  Signage  -  An  increase  of  $120,000  lottery  proprietary  fund  for  FY  2006  is  requested  to  purchase 
window  signage  to  identify  retailers  as  a  lottery  sales  location.  The  executive  recommends  the  legislature  designate  an 
appropriation  for  this  request  as  one  time  only,  biennial,  and  restricted  to  this  purpose  only. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

20.53 

(1.00) 

0.00 

19.53 

(1.00) 

0.00 

19.53 

19.53 

Personal  Services 
Operating  Expenses 

954,369 
266,152 

52,994 
(5,927) 

0 
0 

1,007,363 
260,225 

53,733 
(5,566) 

0 
0 

1,008,102 
260,586 

2,015,465 
520,811 

Total  Costs 

$1,220,521 

$47,067 

$0 

$1,267,588 

$48,167 

$0 

$1,268,688 

$2,536,276 

General  Fund 
Stale/Other  Special 

1,190,996 
29,525 

44,351 
2,716 

0 
0 

1,235,347 
32,241 

45,451 
2,716 

0 
0 

1,236,447 
32,241 

2,471,794 
64,482 

Total  Funds 

$1,220,521 

$47,067 

$0 

$1,267,588 

$48,167 

$0 

$1,268,088 

$2,536,276 

Program  Description 

The  State  Personnel  Division  provides  state  agencies  with  a  variety  of  human  resource  management  programs  including 
training,  position  classification  and  pay,  collective  bargaining,  employee  relations,  and  assistance  with  compliance  with 
state  and  federal  employment  law.  The  state  general  fund  is  reimbursed  for  administrative  costs  of  the  State  Personnel 
Division  through  the  statewide  cost  allocation  plan.  The  division  publishes  state  rules,  standards,  and  policies  relating  to 
recruitment,  selection,  discipline,  grievance,  performance  appraisal,  leave,  and  other  personnel  matters.  The  division 
administers  benefits  plans  including  health,  life,  long-term  care,  dental,  and  vision  insurance,  flexible  spending  accounts, 
a  sick  leave  fund,  employee  incentive  awards,  health  promotion,  and  a  voluntary  employee  benefit  health  care  expense 
trust.  In  addition,  the  division  administers  a  lease  and  contract  to  provide  daycare  services  for  Helena  area  state 
employees.    The  division  also  prepares,  maintains,  and  distributes  payroll  for  all  state  employees. 

Program  Highlights 


Department  of  Administration 
State  Personnel  Division 
Major  Budget  Highlights 


General  fund  budget  would  increase  through  adjustments  totaling 

nearly  $90,000  for  the  biennium  over  the  base  (an  average  annual 

increase  of  3.8  percent),  due  primarily  to  statewide  present  law 

adjustments,  partially  offset  by  a  reduction  of  funding  to  eliminate 

1 .00  FTE  as  part  of  a  statewide  FTE  reduction 

Anticipated  medical  claims  would  increase  by  about  $55.3  million  for 

the  biennium  (proprietary  funding) 

3.65  FTE  would  be  added  to  replace  contracted  case  management 

activities  for  the  group  benefits  program  (proprietary  funding) 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 


the  Governor. 


Program  Funding  Table 
State  Personnel  Division 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02518  State  Daycare  Program 
Grand  Total 

$1,190,996 
29.525 

$1,220,521 

97.6%     $1,235,347 

2.4%            32.241 

100.0%     $1,267,588 

97.5% 

2.5% 

100.0% 

$1,236,447 
32,241 

$1,268,688 

97.5% 

2.5% 

100.0% 

Funding  for  general  personnel  administration  functions  is  from  the  general  fund.  The  Employee  Benefits  Bureau  is 
funded  from  the  investment  earnings  of  the  state  employees  benefits  fund.  The  Employee  Benefits  Bureau  also  receives 
a  minor  general  fund  appropriation  for  administration  of  the  employee  incentive  program  and  sick  leave  administration. 
The  Professional  Development  Center  is  funded  with  proprietary  fees  charged  to  state  agencies  for  training  services.  The 
State  Payroll  Unit  is  funded  with  proprietary  fees  charged  to  state  agencies  for  payroll  processing  services.  The 
proprietary  funded  portions  of  the  division  are  not  shown  on  the  main  budget  tables,  but  are  discussed  in  the  proprietary 
rates  at  the  end  of  the  section  for  the  division. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                   Fund 

] 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 

Inflation/Deflation 
Fixed  Costs 

139,815 

(43,770) 

(342) 

(10,034) 

140,443 

(43,791) 

(330) 

(9,685) 

Total  Statewide  Present  Law  Adjustments 

$85,669 

$86,637 

DP  3  -  State  Daycare  Lease  Rate  Increase 

0.00                       0 

DP  4  -  Governor's  Advisory  Council  on  Disability 
0.00                2,936 

DP  301  -  Indirect  Administrative  Costs 

0.00              (1,202) 

DP  2310  -  Statewide  FTE  Reduction 

(1.00)            (43,051) 

2,715 
0 
0 
0 

0 
0 
0 
0 

2,715 

2.936 

(1,202) 

(43,051) 

0.00 

0.00 

0.00 

(100) 

0 

2,936 

(1.202) 

(42,919) 

2.715 
0 
0 
0 

0 
0 
0 
0 

2,715 

2,936 

(1.202) 

(42,919) 

Total  Other  Present  Law  Adjustments 

(1.00)          ($41,317) 

$2,715 

$0 

($38,602) 

(1.00) 

($41,185) 

$2,715 

$0 

($38,470) 

Grand  Total  All  Present  Law  Adjustments 

$47,067 

$48,167 

DP  3  -  State  Daycare  Lease  Rate  Increase  -  An  increase  of  $5,430  state  special  revenue  for  the  biennium  is  requested  to 
fund  increases  rent  for  the  state  sponsored  daycare  in  Helena. 
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LID 
COMMENT 


State  Support  of  Helena  Daycare 

There  is  a  daycare  center  located  in  an  old  school  vacated  by  the  Helena  School  District.  The 
daycare  center  is  in  close  proximity  to  the  Capitol  Complex.  Since  the  2001  biennium,  the  Department  of 
Administration,  through  an  appropriation  of  the  legislature,  has  paid  the  rent  costs  for  the  daycare  facility  as  a  benefit  for 
state  employees.  Funding  for  the  rent  payments  comes  from  state  agency  contributions  based  on  the  number  of  Helena 
area  employees. 


DP  4  -  Governor's  Advisory  Council  on  Disability  -  An  increase  of  $5,872  general  fund  for  the  biennium  is  requested  to 
fund  the  Governor's  Advisory  Council  on  Disability  for  two-day  meetings  each  quarter. 


LID 
COMMENT 


Base  -  Governor 's  Advisory  Council  on  Disability 

During  FY  2004,  the  Governor's  Advisory  Council  on  Disability  held  one-day  quarterly  meetings, 
but  only  had  about  80  percent  attendance  of  council  members.  The  request  is  to  fund  the  council  for  100  percent 
attendance  and  for  one  additional  day  for  each  meeting.  Funding  would  be  for  lodging,  meals,  travel,  and  pay 
compensation. 


DP  301  -  Indirect  Administrative  Costs  -  A  reduction  of  $2,404  general  fund  for  the  biennium  is  requested  to  fund 
increases  and  allocation  changes  in  indirect  cost  payments  for  services  received  from  proprietary  funded  centralized 
service  functions  of  the  agency. 

DP  2310  -  Statewide  FTE  Reduction  -  A  reduction  of  $85,970  general  fund  for  the  biennium  is  requested  to  reduce 
funding  for  1 .00  FTE  human  resources  specialist. 

Proprietary  Rates 

Proprietary  Program  Description 

The  State  Personnel  Division  manages  four  proprietary  programs:  1)  the  Training  program;  2)  the  Employee  Benefits 
program,  which  includes  the  state's  health  and  other  benefit  insurance  plans;  3)  the  State  Payroll/Benefits  Operations 
program;  and  4)  the  Flexible  Spending  Accounts  program. 

Training  Program  (Fund  06525) 

Proprietary  Program  Description. 

The  Professional  Development  Center  (PDC)  provides  training  and  other  services,  such  as  facilitation,  mediation,  and 
curriculum  design,  to  state  agencies  on  a  fee  reimbursement  basis.  The  use  of  PDC  training  is  not  mandatory  for 
agencies  that  could  choose  from  several  available  alternatives,  such  as  seminars  sponsored  by  national  training  firms, 
conferences  and  symposia,  contracted  training  consultants,  in-house  training  programs,  and  courses  through  post- 
secondary  education  institutions. 

Proprietary  Revenues  and  Expenses. 

In  FY  2004,  the  Professional  Development  Center  had  revenues  of  $285,340  from  fees  paid  by  agencies  statewide.  The 
funding  for  customer  payments  to  the  PDC  could  not  be  determined  because  the  accounting  code  used  to  record 
payments  to  the  PDC  for  training  is  also  used  to  record  a  variety  of  other  training  costs. 

In  FY  2004,  revenues  funded  personal  services  for  3.08  FTE  and  operating  costs.  Personal  services  of  about  $155,000 
were  53  percent  of  expenses,  with  operating  costs  making  up  the  remaining  $138,000  or  47  percent  of  PDC  expenses. 

The  figure  for  fund  06525  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  This  figure 
shows  the  program  experienced  operating  losses  each  year  of  the  2003  biennium  and  is  projecting  operating  losses  in 
each  year  of  the  2005  biennium.  Operating  losses  through  the  2005  biennium  would  decrease  net  assets  to  roughly  22 
days  of  annual  operating  expenses  by  the  end  of  FY  2005.   Since  assets  consist  entirely  of  cash  or  cash  equivalent,  net 
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assets  are  working  capital  to  fund  the  daily  operation  of  the  center.  The  fund  figure  shows  that  the  operation  would  start 
developing  operating  income  in  the  2007  biennium  and  increase  net  assets  to  42  days  of  annual  operating  expenses. 


Figure  23A 

Professional  Development  Center 

Historical  and  Projected  Training  Usage 

Open 

Open 

Contract   contract 

Enrollment 

Enrollment 

Service     Service 

Fiscal  Year 

Participants 

Hours 

Participa     Hours 

1998 

908 

813 

1990           726 

1999 

883 

882 

1396           599 

2000 

1368 

1115 

1921            444 

2001 

1292 

1162 

1853           377 

2002 

1473 

1145 

1813           420 

2003 

1217 

1104 

1273           438 

2004 

1522 

1288 

1411            465 

2005  (projected) 

1500 

1300 

1400           500 

2006  (projected) 

1600 

1300 

1400           500 

2007  (projected) 

1660 

1400 

1400           500 

In  order  to  meet  ongoing  financial  obligations  based  on  expenses 
and  revenue  cycles,  the  center  needs  to  maintain  a  45-day  working 
capital  level.  Low  working  capital  levels  encountered  in  the  2003 
and  2005  biennia  impact  the  ability  of  the  center  to  pay  fiscal 
obligations  on  a  timely  basis.  The  rates  requested  for  the  center 
anticipate  increasing  working  capital  closer  to  45  days. 

Figure  23A  shows  the  historical  and  projected  usage  of  the  PDC 
from  FY  1998  through  FY  2007.  The  figure  shows  a  drop  in 
usage  in  FY  2003  from  the  FY  2002  levels  and  then  an  increase  in 
FY  2004.  The  center  projects  that  the  increased  usage  seen  in  FY 
2004  will  continue  despite  increases  in  rates  for  training  offered 
by  the  center. 
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2007  Biennium 

Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                  Fund  Name 

6525        intergovernmental  Training 

Agency  # 
6101 

Agency  Name 
Department  of  Administration 

Program  Name 
State  Personnel  Division 

ed  by  total 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Revenue  from  Training  Fees 
Revenue  from  Fee  B 
.  enue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
In  estment  Earnings 
Se    jrities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

260,277 

293,695 

285,340 

276,666 

275,000 

275,000 

260,277 
565 

293,695 
561 

285,340 
260 

276,666 

275,000 

275,000 

260,842 

151,136 
141,373 

294,256 

153,798 
145,793 

285,600 

154,981 
137,569 

276,666 

158,061 
122,779 

275,000 

159,063 
108,652 

275,000 

159,523 
108,452 

292,509 
(31,667) 

299,591 
(5,335) 

292,550 
(6,950) 

280,840 
(4,174) 

267,715 
7,285 

267,975 
7,025 

(31,667) 

(5.335) 

(6,950) 

(4,174) 

7,285 

7,025 

(31,667) 

64,580 

600 
65,180 

(5,335) 

33,513 
167 

33,680 

(6,950) 
28,345 

28,345 

(4,174) 
21,395 

21,395 

7,285 
17,221 

17,221 

7,025 
24,506 

24,506 

33,513 

28,345 

21,395 

17,221 

24,506 

31,531 

45  days  of  expenses 

(Total  Operating  Expenses  times  45  days  divirj 
working  days  per  year) 

50,433 

51,654 

50,247 

48,421 

46.158 

46,203 

Proprietary  Rate  Explanation. 

The  PDC  establishes  rates  by  separating  fixed  and  overhead  costs  from  the  variable  costs  directly  associated  with 
producing  a  specific  service,  such  as  a  workshop.  The  total  projected  fixed  costs  are  divided  by  an  estimate  of  total 
billable  hours  to  allocate  fixed  costs  to  billable  staff  hours. 

Estimated  billable  hours  for  the  3.00  FTE  training  professionals  in  the  center  are  derived  from  an  analysis  of  past  fiscal 
years.  General  preparation  time,  planning,  administrative  tasks,  personal  leave,  and  unbilled  travel  time  are  subtracted 
from  the  total  available  hours.  This  analysis  indicates  that  30  percent  of  total  staff  time  can  be  billed  to  specific  products 
or  services. 
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An  analysis  of  expenditures  shows  that  20  percent  of  total  costs  can  be  associated  with  specific  products  or  services.  The 
remaining  80  percent  are  personal  services  and  other  fixed  cost  that  must  be  allocated  through  staff  time.  One  half  of  the 
45-day  working  capital  requirement  has  been  added  to  the  fixed  costs  for  the  rate  calculations  in  order  to  reach  the  full 
working  capital  requirement  by  the  end  of  the  biennium. 

The  base  rate  for  services  is  calculated  as: 

[(Total  Costs  x  80  percent)+0.5(Working  Capital)]  /  (Total  Hours  x  30  percent)  =  Staff  Cost  per  hour 

The  base  rate  is  used  to  set  the  price  of  individual  workshops  by  analyzing  the  staff  time  required  to  develop  and  provide 
the  workshop,  along  with  other  variable  costs  (printing,  materials,  travel,  etc.)  associated  with  conducting  the  training. 
The  base  rate  is  also  used  to  set  a  general  schedule  of  prices  where  staff  time  and  variable  expenses  can  be  consistently 
projected.  For  the  2007  biennium,  the  executive  requests  the  legislature  approve  the  rates  shown  on  Figure  23B.  Based 
upon  the  approved  base  rates,  the  PDC  anticipates  charging  training  customers  fees  according  to  the  schedule  shown  on 
Figure  23C. 


Figure  23B 
Professional  Development  Center 


Base  and  Requested  Rates 

Actual     Requested     Requested 


Training  Services  per  hour 


FY  04 
$128.12 


FY  06 
$127.86 


FY  07 
$127.97 


Figure  23C 

Professional  Development 

Center 

Anticipated  Course  Fees 

Type  of  service 

FY 

2006  F\ 

2007 

Open  enrollment  courses 

Two-day  course,  per  participant 

$175 

$180 

One-day  course,  per  participant 

110 

115 

Half-day  course,  per  participant 

85 

87 

Eight-day  management  series 

545 

550 

Six-day  management  series 

420 

425 

Four-day  administrative  assistant  series 

310 

320 

Contract  courses 

Full  day  of  training,  flat  fee 

800 

800 

Half  day  of  training,  flat  fee 

540 

550 

Other  services 

Consulting  or  facilitating,  hourly  fee 

60 

62 

All  other  services,  hourly  fee 

55 

57 

Significant  Adjustments  for  the  2007  Biennium 

The  executive  included  present  law  adjustments  that  combined  would  reduce  PDC  funding  by  about  $20,400  for  the 
2007  biennium. 

Adjustments  included  in  the  rate  request  are: 

•  An  increase  of  about  $15,700  for  the  biennium  to  fund  statewide  adjustments 

•  A  reduction  of  about  $36,600  for  the  biennium  to  eliminate  costs  associated  with  the  annual  human  resources 
conference  and  the  labor  management  training  initiative  from  the  PDC  budget  and  which  would  be  funded 
through  other  sources 

•  A  reduction  of  about  $450  for  the  biennium  associated  with  allocation  changes  and  increases  in  indirect 
administrative  cost  payments  made  to  other  proprietary  programs  of  the  department 
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•        An  increase  of  about  $900  for  the  biennium  to  fund  a  change  in  allocation  of  employee  benefit  program  costs  to 
the  PDC 


LI  1) 
ISSUE 


Business  Plan 


The  2003  Legislature  directed  the  Department  of  Administration  to  present  a  business  plan  to  the  2005 
General  Government  and  Transportation  Joint  Appropriations  Subcommittee  for  use  during  the  legislative  session  that 
contains  detailed  information  of  training  offered  by  the  PDC.  The  legislature  specified  that  the  business  plan  should 
also  include  market  research  and  results  of  surveys  of  government  customer  groups  that  support  the  need  for  the  course 
offerings  and  that  compare  the  availability  and  cost  between  the  PDC  and  other  alternative  providers  of  PDC  courses. 

The  2003  Legislature  required  a  business  plan  for  the  center  because  of  concerns  with  the  long-term  financial  viability 
of  the  fund  as  indicated  by  ongoing  operating  losses  and  declining  fund  balance.  The  figure  for  the  fund  of  the  PDC 
indicates  that  a  turnaround  of  the  financial  situation  is  anticipated  by  the  PDC.  However,  the  elimination  of  the 
operating  losses  in  the  2007  biennium  would  result  from  reducing  operating  expenses  by  nearly  $20,000  per  year. 
Personal  services  comprise  the  majority  of  costs  for  the  center  at  53  percent  in  FY  2004.  As  a  percentage  of  total 
operating  costs,  personal  services  would  increase  to  nearly  60  percent  by  the  end  of  the  2007  biennium.  Personal 
services  combined  with  other  operating  costs  that  would  exist  whether  or  not  any  training  is  provided  would  raise  the 
percentage  of  fixed  costs  to  about  80  percent  of  operating  expenses,  shown  on  the  fund  figure  by  the  end  of  the  2007 
biennium.  Rising  personal  services  and  other  fixed  costs  of  the  center  put  higher  pressure  on  program  management  to 
offer  training  at  costs  and  offerings  that  will  both  maintain  revenues  adequate  to  fund  the  center  and  not  adversely 
impact  price  competitiveness  for  course  offerings. 

The  business  plan  requested  for  the  General  Government  and  Transportation  Joint  Appropriations  Subcommittee  of  the 
2005  Legislature  was  not  provided  with  the  budget  request  nor  is  it  formally  available  for  the  Legislative  Fiscal  Division 
analysis  of  the  request.  When  the  business  plan  is  presented,  an  analysis  to  fully  evaluate  the  impacts  of  the  proposed 
expense  reductions  and  growing  impact  of  fixed  costs  on  revenues  and  net  assets  of  the  fund  will  be  completed. 


State  Payroll/Benefits  Operations  Program  (Fund  06563) 
Proprietary  Program  Description 

The  Payroll/Benefits  Operations  Bureau  operates  the  statewide  payroll,  benefits,  and  human  resources  (HR)  system  to 
process,  distribute,  report,  and  account  for  payroll,  benefits,  and  associated  withholding  and  deductions  for  more  than 
13,000  state  employees  in  three  branches  of  Montana  state  government.  The  bureau  establishes  and  maintains  standards, 
processes,  and  procedures  to  be  followed  by  state  agencies  in  preparing  and  submitting  payroll,  benefits,  and  related  HR 
data  into  the  system.  The  system  operated  by  the  bureau  provides  information  and  processing  in  support  of  division  and 
statewide  functions  and  programs  including  employee  benefits,  classification,  pay,  labor  relations,  policy,  and  training. 
Proprietary  Revenues  and  Expenses. 

In  FY  2004,  the  Payroll/Benefits  Operations  Bureau  had  revenues  of  roughly  $435,310  from  payroll  processing  fees  paid 
by  state  agencies.  These  revenues  were  received  from  the  following  funding  sources  in  the  percentages  and  approximate 
amounts  listed: 

•  General  fund  (42.4  percent),  $1 84,500 

•  State  special  revenue  (33.9  percent),  $  1 47,600 

•  Federal  special  revenue  (12.6  percent),  $54,800 

•  Proprietary  funds  (10.8  percent),  $46,800 

•  All  other  funds  (0.3  percent),  $  1 ,600 

In  FY  2004,  revenues  funded  personal  services  for  7.10  FTE  and  operating  costs.  Personal  services  of  $266,501  were 
64.7  percent  of  expenses,  with  operating  costs  making  up  the  remaining  $145,343  or  35.3  percent  of  bureau  expenses. 
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2007  Biennium 

Report  on  Internal  Service  and  Enterp 

rise  Funds  2007 

Fund                     Fund  Name 

Agency  #                  Agency  Name 

3rogram  Name 

6563                   Payroll  Fund 

6101           Department  of  Administration 

State  Personnel  Division 

Budgeted 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Operating  Revenues: 

FY02 

FY03 

FY04 

FY05 

FY06 

FY07 

Fee  revenue 

Revenue  from  Payroll  Fees 

358,604 

367,908 

435,310 

461,614 

453,103 

453,103 

Revenue  from  Miscellaneous  Service  Fees 

1,943 

686 

416 

- 

- 

Net  Fee  Revenue 

360,547 

368,594 

435,726 

461,614 

453,103 

453.103 

Investment  Earnings 

- 

- 

. 

- 

- 

Securities  Lending  Income 

- 

- 

- 

- 

. 

Premiums 

- 

- 

. 

- 

- 

Other  Operating  Revenues 

Total  Operating  Revenue 

98 

- 

101 

- 

- 

360,645 

368,594 

435,827 

461,614 

453.103 

453.103 

Operating  Expenses: 

Personal  Services 

248,105 

253,369 

266,501 

288,675 

307,520 

306,579 

Other  Operating  Expenses 
Total  Operating  Expenses 

128,592 

97,146 

145,343 

128,426 

163,409 

109.927 

376,697 

350,515 

411,844 

417.101 

470.929 

416,506 

Operating  Income  (Loss) 

(16,052) 

18,079 

23,983 

44,513 

(17,826) 

36,597 

Nonoperating  Revenues  (Expenses). 

Gain  (Loss)  Sale  of  Fixed  Assets 

- 

- 

- 

- 

- 

Federal  Indirect  Cost  Recoveries 

- 

- 

- 

- 

- 

Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Income  (Loss)  Before  Operating  Transfers 

(16,052) 

18,079 

23,983 

44,513 

(17,826) 

36,597 

Contributed  Capital 

- 

- 

. 

- 

- 

- 

Operating  Transfers  In  (Note  13) 

- 

- 

- 

- 

- 

- 

Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

- 

- 

- 

- 

- 

- 

(16,052) 

18,079 

23.983 

44,513 

(17,826) 

36.597 

Total  Net  Assets-  July  1  -  As  Restated 

(85,298) 

1,965 

20,044 

44,027 

88.540 

70.714 

Prior  Period  Adjustments 

- 

- 

- 

- 

- 

Cumulative  effect  of  account  change 

103,315 

- 

- 

- 

- 

Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  working  days  of  expenses 

18,017 

1.965 

20,044 

44,027 

88.540 

70.714 

1,965 

20,044 

44,027 

88,540 

70.714 

107,311 

(Total  Operating  Expenses  times  60  days 

divided  by  total  working  days  per  year) 

86,597 

80,578 

94,315 

95,885 

108,260 

95,749 

The  figure  for  fund  06563  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  This  figure 
shows  that  operating  losses  through  FY  2002  had  reduced  the  net  assets  to  nearly  2  days  of  annual  expenses  at  the  end  of 
FY  2002.  Rate  increases  in  the  2005  biennium  have  reversed  this  trend  and  the  net  asset  balance  at  the  end  of  the  2007 
biennium  is  projected  to  increase  to  over  $107,000. 


Department  Of  Administration 


A-245 


State  Personnel  Division 


Department  Of  Administration 


23-State  Personnel  Division 


LFD 
ISSUK 


High  Balance  -  Payroll  Fund 

The  calculations  for  determining  60  days  of  operating  expenses  on  the  above  figure  for  fund  06563 
indicates  the  balance  at  the  end  of  the  2007  biennium  would  increase  to  over  $107,000.  Since  all  assets  of  the  fund  are 
cash  or  cash  equivalent,  net  assets  equal  working  capital.  As  indicated  on  the  figure,  net  assets  (working  capital)  at  the 
end  of  FY  2007  would  be  higher  than  60  days. 


Restrictions  in  state  law  and  federal  cost  recovery  guidelines  generally  limit  the  amount  of  working  capital  to  60  days. 
However,  the  situation  is  worse  than  indicated  on  the  figure.  The  figure  below  (23D)  indicates  that  the  calculations  for 
60  days  of  operating  expenses  shown  on  the  fund  figure  are  in  error.  According  to  Figure  23D,  the  fund  would  exceed 
60  days  of  working  capital  in  FY  2005  and  in  FY  2007  would  be  93  days,  or  even  more  above  the  60-day  working 
capital  level  than  is  indicated  on  the  fund  figure. 

The  legislature  may  want  to  consider  the  working  capital  level  when  considering  the  rates  requested  for  the  Payroll  and 
Benefits  Operations  Bureau.  To  prevent  the  fund  from  accumulating  too  high  a  working  capital  balance,  the  legislature 
may  want  to  approve  lower  rates  for  the  payroll  processing  fee  than  are  requested.  Based  on  the  revenues  shown  on  the 
figure  for  the  fund,  a  payroll  fee  of  $1.22  in  FY  2007  would  lower  the  FY  2007  ending  working  capital  balance  to  60 
days. 


Figure  23D 
Payroll  Fund  60-day  Working  Capital  Calculations 


FY  2002      FY  2003      FY  2004      FY  2005       FY  2006      FY  2007 


Annual  operating  expenses  $376,697  $350,515  $411,844  $417,101  $470,929  $416,506 

60  days  of  operating  expenses  62,783  58,419  68,641  69,517  78,488  69,418 

Net  Assets- June  30  1,965  20,044  44,027  88,540  70,714  107,311 

Number  of  day  of  operating  expenses  2  21  38  76  54  93 


Proprietary  Rate  Explanation 

Figure  23E  shows  the  FY  2004  rates  and  rates  submitted  for  legislative  approval  for  the  Payroll  and  Benefits  Operations 
Bureau  for  the  2007  biennium. 


Figure  23E 

Payroll  and  Benefits  Operations  Bureau 

Base  and  Requested  Rates  for  the  2007  Biennium 


Actual 
FY  04 


Requested 
FY  06 


Requested 
FY  07 


Payroll  fees  (per  employee  processed  per  pay  period) 


$1.25 


$1.34 


$1.33 


Significant  Adjustments  for  the  2007  Biennium 

The  executive  included  present  law  adjustments  and  new  proposals  for  Payroll  and  Benefits  Operations  Bureau 
expenditures  for  an  increase  totaling  nearly  $83,000  for  the  2007  biennium. 

Adjustments  included  in  the  rate  request  are: 

•  An  increase  of  about  $27,600  for  the  biennium  to  fund  statewide  present  law  adjustments 

•  An  increase  of  about  $3,500  for  the  biennium  to  fund  allocation  changes  and  increases  in  indirect  administrative 
cost  payments  made  to  other  proprietary  programs  of  the  department 

•  A  reduction  of  about  $5,500  for  the  biennium  to  fund  a  change  in  allocation  of  employee  benefit  program  costs 
to  the  bureau 

•  A  reduction  of  about  $1,200  for  the  biennium  for  indirect  and  administrative  costs  paid  for  services  received 
from  other  proprietary  funded  centralized  service  functions  of  the  agency 
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•  An  increase  of  about  $56,400  for  the  biennium  to  fund  the  addition  of  1 . 1 0  FTE  to:  1 )  create  a  full-time  position 
to  develop,  test,  and  generating  reports,  queries,  and  audits  using  the  SABHRS  financial  and  human  resources 
systems;  2)  Increase  accounting  technician  position  from  a  0.50  FTE,  grade  3  to  full-time,  grade  4;  3)  add  an 
0.10  FTE  to  an  existing  accountant  position  to  correctly  allocate  time  spent  performing  accounting,  budgeting, 
and  rate-setting  services  for  the  program  to  the  payroll  fund;  and  4)  transfer  0.50  FTE  of  the  payroll  bureau  chief 
from  the  payroll  fund  and  to  the  benefits  fund  to  correctly  allocate  funding  with  duties 

Employee  Benefits  Program  (Fund  06559) 

Proprietary  Program  Description 

The  Employee  Benefits  Program  is  charged  with  providing  state  employees,  retirees,  and  their  families  with  adequate 
medical,  dental,  life,  and  other  related  group  benefits  in  an  efficient  manner  and  at  an  affordable  cost.  The  program 
operates  a  self-insured  health  and  dental  plan.  Life  and  long-term  care  insurance  are  purchased  from  private  sector 
vendors.  The  program  contracts  with  private  companies  to  provide  claims  processing  services,  health  screening, 
managed  care  services,  and  an  employee  assistance  program.  The  plan  serves  approximately  32,000  people. 
Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  Employee  Benefit  Program  had  revenues  of  roughly  $85.7  million  from  premiums  paid  by  state  agencies 
and  employee  contributions.  The  state  accounting  system  recorded  about  $58.9  million  from  state  sources.  The  state 
funded  portion  of  the  Employee  Benefits  Program  revenues  were  received  from  the  following  funding  sources  in  the 
percentages  and  approximate  amounts  listed: 

•  General  fund  (38.8  percent),  $22.8  million 

•  State  special  revenue  (33.4  percent),  $19.7  million 

•  Federal  special  revenue  (17.5  percent),  $  1 0.3  million 

•  Proprietary  funds  (9.2  percent),  $5.4  million 

•  All  other  funds  (1.1  percent),  $0.7  million 

In  FY  2004,  revenues  funded  personal  services  for  13.00  FTE  and  operating  costs.  Personal  services  of  about  $681,000 
were  0.9  percent  of  expenses,  operating  costs  were  $3.2  million  or  4.1  percent  of  expenses,  and  benefits  payments  made 
up  the  remaining  $73.4  million  or  95.0  percent  of  program  expenses. 

The  primary  cost  drivers  in  the  fund  are  costs  for  medical  and  prescription  drug  claims.  Medical  claim  costs  are 
projected  to  increase  by  approximately  15  percent  annually.  Drug  claims  are  projected  to  increase  by  12  percent 
annually. 

The  figure  for  fund  06559  shows  the  financial  information  for  the  group  benefits  fund  from  FY  2002  through  FY  2007. 
Working  Capital  Discussion 

The  Benefits  and  Health  Insurance  program  maintains  a  substantial  reserve  to  allow  it  to  cover  health  claims  against  the 
self-insured  plan.  Insurance  regulations  require  a  certain  reserve  to  be  maintained  in  order  to  protect  the  well-being  of 
participants  in  the  plan.  In  addition,  the  program  maintains  a  reserve  to  cover  its  pending  liability  for  claims  that  have 
been  incurred  but  not  reported  at  any  point  in  time.  The  program  and  a  benefit  consultant  monitor  the  reserve  levels  to 
ensure  the  plan  is  complying  with  the  insurance  industries  standard  practices  and  requirements.  Because  of  recent 
instability  in  the  fund,  the  State  Employee  Group  Benefits  Advisory  Council  (SEGBAC)  recommend  the  fund  maintain  a 
minimum  of  two  to  three  months  claims  and  operating  expenses  in  reserve  beyond  the  statutorily  required  reserves.  This 
is  a  common  practice  in  the  insurance  industry  and  is  similar  to  working  capital  balances  maintained  in  other 
governmental  funds. 

Fund  Equity  and  Reserved  Fund  Balance 

The  reserves  for  the  self-insured  plan  are  calculated  as  a  percentage  of  claims  and  consist  of  two  components;  incurred 
but  not  reported  (IBNR)  reserves  and  claims  fluctuation  reserves.  A  portion  of  the  claims  fluctuation  reserve,  known  as 
the  "grandfathered  benefit"  reserve,  is  set  aside  to  pay  the  claim  liability  incurred  when  the  state  changed  the  timing  on 
collecting  premiums  in  August  1998.  The  switch  was  from  collecting  premiums  prior  to  commencement  of  the  month  of 
coverage,  to  collecting  premiums  during  the  month  of  coverage.  Employees  in  service  on  or  before  August  1998  are 
entitled  to  this  grandfathered  reserve. 
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Fund 
6559 


Fund  Name 
Group  Benefits  Claims  A/C 


Agency  #  Agency  Name 

6101 Department  of  Administration 


Program  Name 
State  Personnel  Division 


Actual 
FY02 


77,064.951 
(10,017,958) 


(10,017,958) 


Actual 
FY03 


Actual 
FY04 


Budgeted 
FY05 


Budgeted 
FY06 


Operating  Revenues: 

Fee  revenue 
Revenue  from  Fee  A 
Revenue  from  Fee  B 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 


60  working  days  of  expenses,  excluding  reserves  for  the  Incurred  but  Not  Reported  Claim  Liability. 

(Total  Operating  Expenses  times  60  days 
divided  by  total  working  days  per  year,  less  IBNR 

reserves)  8,552,133  7,372.371 


(5,481,275)      8,989,497        1,814,350  2,041,944 


(5.481.275)      8,989.497        1,814.350 


2,041.944 


6,485.936        9,983.286         11,521,809 


Budgeted 
FY07 


- 

. 

. 

_ 

_ 

_ 

1,070,094 

590,737 

161,739 

496,426 

550,775 

'     462,800 

146,894 

25,517 

4.209 

- 

- 

- 

65,255,627 

75,132.159 

85,724.313 

91,414.874 

98.182,081 

109.946.552 

574,378 

808.471 

308,383 

2,030.976 

2.129,590 

1.028,153 

67,046,993 

76,556,884 

86,198.644 

93,942,276 

100,862,446 

111,437,505 

492,605 

558,577 

680.889 

609,261 

770,338 

769,635 

76.572,346 

81,479,582 

76,528.258 

91.518,665 

98.050,164 

110.676.796 

82,038,159     77,209,147      92,127.926        98.820,502        111,446,431 


(8,926) 


(8,926) 


(10,017.958) 

(5,481.275) 

8,989.497 

1,814.350 

2.041.944 

(8,926) 

16.857.899 
1,229 

6,841,170 
(813,032) 

546,863 
26,765 

9.563,125 

11,377,475 

13,419,419 

16,859,128 

6,028,138 

573,628 

9,563,125 

11,377.475 

13,419,419 

6,841,170 

546,863 

9,563,125 

11,377,475 

13,419,419 

13,410,493 

14,424,321 


Cash  Flow  Discussion 

It  is  projected  that  about  $8.3  million  per  month  in  claims  will  be  paid  in  FY  2006  and  $9.4  million  per  month  in  FY 
2007.  Premiums  are  collected  either  bimonthly  with  paycheck  processing  or  at  the  beginning  of  the  month  depending  on 
whether  the  premium  is  for  active  employees,  retirees,  legislators,  or  COBRA  employees.  Premium  rates  in  FY  2002 
were  set  lower  than  anticipated  claims,  as  part  of  a  planned  effort  to  reduce  the  amount  of  its  reserves.  In  FY  2002 
claims  and  other  operating  costs  exceeded  premium  revenues  by  $8.1  million,  which  left  the  reserve  balance  below 
statutorily  required  levels.  In  FY  2003  and  FY  2004,  the  program  made  a  number  of  changes  to  benefits,  requested 
additional  funding  of  the  legislature,  and  increased  premiums  to  restore  the  stability  of  the  fund.  At  this  time,  the 
program  is  funded  as  required  by  statute  and  accumulating  reserves  beyond  that  amount  sufficient  to  fund  two  to  three 
months  of  operating  and  claims  expenses. 
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The  cost  of  medical  care  is  rising  at  a  significant  rate  and  these  costs  are  projected  to  be  $90.6  million  in  FY  2006  and 
$103.2  million  in  FY  2007. 


Claims  costs  make  up  approximately  94  percent  of  program  expenditures.  Administrative  costs  comprise  about  6.5 
percent  of  total  program  expenditures,  including  contracting  with  vendors  to  process  claims,  managed  care  review,  and 
administrative  costs  directly  within  the  department.  In  comparison,  insurance  companies  generally  have  administrative 
costs  that  range  from  14  percent  to  22  percent  and  pay  78  to  86  percent  of  their  premiums  out  in  claims. 

Proprietary  Rate  Explanation 

Figure  23F  shows  the  historical  rates  and  rates  submitted  for  legislative  approval  for  the  state  share  of  employee  group 
benefits.  The  rates  proposed  by  the  executive  -  the  state  contribution  for  employee  insurance  coverage  -  would  add  $46 
on  January  1,  2006,  and  an  additional  $51  on  January  1,  2007,  per  month  per  employee.  The  rates  for  the  state  share  of 
employee  group  insurance  are  not  approved  in  HB  2,  but  in  the  state  pay  plan  bill  (HB  13).  As  a  component  of  employee 
compensation,  the  state  contribution  is  a  subject  of  collective  bargaining.  The  rate  provided  in  HB  2  is  the  state 
contribution,  i.e.,  the  employer  share  of  premium  toward  health  care  coverage. 


Figure  23F 
Group  Benefit  Premium  Rates 

Actual    Actual    Actual    Budgeted 
FY  02    FY  03    FY  04       FY  05 

Budgeted 
FY  06 

Budgeted 
FY  07 

State  share  per  employee  per  month           $325      $366      $410           $460 
Change                                                                     41          44               50 

$506 
46 

$557 
51 

LID 
COMMENT 


Fiscal  Impact  of  Increase 

The  increases  proposed  by  the  executive  represent  increases  over  the  FY  2004  rates  of  23.4  percent 
in  FY  2006  and  35.8  percent  in  FY  2007.  The  rates  are  based  on  increases  of  10  percent  over  the  previous  year's  state 
contribution  and  assume  annual  increases  of  15  percent  in  the  cost  of  medical  and  12  percent  on  the  cost  of  prescription 
drug  claims.  Based  on  information  in  SABHRS  used  to  identify  the  above  funding  estimates  for  FY  2004  revenues,  the 
general  fund  increase  would  be  about  $5.3  million  in  FY  2006  and  $15.4  million  in  FY  2007  above  the  FY  2004  general 
fund  expenditure  of  $22.8  million.  In  addition  to  costs  to  the  state,  the  increases  would  impact  employees  and  retirees  as 
well.  Premium  and  benefit  changes  for  the  2007  biennium  are  not  determined  until  the  benefit  enrollment  period  at  the 
end  of  each  calendar  year  and  are  based  on  claim  and  fund  performance  trends  observed  during  the  previous  1 8  months. 
The  amount  of  state  contribution  factor  into  the  determination  as  premiums  and  benefit  changes  would  need  to  fund  the 
benefits  after  factoring  the  premium  contribution  from  the  state.  Historically,  the  state  share  has  funded  67  percent  of 
premium  revenues.  At  this  time,  no  benefit  changes  are  anticipated  and  the  financial  condition  of  the  fund  appears 
adequate  to  fund  current  benefits. 
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Medicare  Modernization  Act 


Congress  passed  the  Medicare  Prescription  Drug,  Improvement,  and  Modernization  Act  of  2003 
(MMA),  which  was  signed  into  law  in  December  2003.  Part  D  of  the  act  allows  for  a  28  percent  subsidy  to  qualified 
health  insurance  plans  that  offer  prescription  drug  benefits.  In  simple  terms,  MMA  allows  the  subsidy  for  qualifying 
prescription  drug  expenses  of  plans  when  Medicare-eligible  members  opt  to  use  the  plan  instead  of  enrolling  in  the 
prescription  drug  plan  offered  under  MMA.  Rules  for  applying  for  the  subsidy  and  for  which  benefits  qualify  for  the 
subsidy  are  still  being  written  and  the  state  has  no  experience  to  determine  the  impact  to  the  state  group  benefits  plan 
from  the  act.  The  enrollment  into  the  MMA  prescription  drug  plan  begins  on  January  1,  2006,  and  the  state  group 
benefits  plan  managers  are  anticipating  mailing  an  informational  packet  to  qualifying  plan  members  at  a  future  date.  It 
won't  be  until  after  the  MMA  plan  enrollment  that  the  state  would  see  any  subsidy.  For  a  further  discussion  of  MMA 
refer  to  the  agency  narrative  for  the  Department  of  Public  Health  and  Human  Services  in  Volume  3,  Section  B, 
Legislative  Budget  Analysis  2007  Biennium. 


Significant  Adjustments  for  the  2007  Biennium 

The  executive  included  present  law  adjustments  and  new  proposals  for  the  Employee  Benefits  Program  that  result  in 
increases  of  expenses  totaling  $55.3  million  for  the  2007  biennium. 

Adjustments  included  in  the  rate  request  are: 

•  An  increase  of  about  $45,000  for  the  biennium  to  fund  statewide  present  law  adjustments 

•  An  increase  of  $1 10,000  for  the  biennium  for  fund  increased  operating  costs  in  consultant  services,  publications 
and  graphics,  and  postage 

•  An  increase  of  about  $18,200  for  the  biennium  to  fund  increases  in  indirect  administrative  cost  for  payments  to 
other  proprietary  funded  centralized  programs  of  the  department 

•  A  net  reduction  of  $180,000  for  the  biennium  to  reduce  base  expenditures  by  $480,000  for  a  case  management 
contract  and  to  increase  funding  by  nearly  $300,000  to  fund  the  addition  of  3.65  FTE  to  provide  the  case 
management  function  with  in-house  staff  as  follows:  1)  increase  an  existing  position  by  0.15  FTE  to  provide 
additional  financial  analysis  and  SABHRS  reconciliation  of  plan  costs;  2)  add  1.00  FTE  to  increase  two  positions 
by  0.50  FTE  each  to  handle  additional  claims  appeals  and  customer  service  requests;  3)  add  1 .00  FTE  to  add  a 
full-time  customer  service  assistant  for  increasing  number  of  plan  members;  4)  add  1 .00  FTE  as  a  full-time 
registered  nurse  case  management  position;  and  5)  transfer  0.50  FTE  from  the  payroll  fund  to  the  benefits  fund 
to  align  funding  for  the  payroll  bureau  chief  with  duties  performed 

•  An  increase  of  $55.3  million  for  the  biennium  to  address  anticipated  medical  benefit  claims  increases 
Flexible  Spending  Account  (FSA)  Program  (Fund  06027) 

Proprietary  Program  Description 

The  state  offers  its  employees  the  opportunity  to  participate  in  a  medical  care  and  a  dependent  care  flexible  spending 
account,  which  allows  them  to  pay  for  qualified  expenses  with  pre-tax  dollars.  The  Employee  Benefits  Bureau  contracts 
with  an  account  administrator  whose  fees  are  based  on  the  number  of  employees  participating  in  the  plan.  Employees 
designate  a  portion  of  their  paycheck  to  be  directed  to  the  flexible  spending  accounts  and  are  charged  a  monthly  service 
fee,  which  is  also  collected  through  the  payroll  process.  As  participants  in  the  plan  incur  medical  or  dependent  care  costs 
that  are  not  reimbursed  to  them  through  other  sources,  they  file  a  claim  with  the  administrator  who  in  turn  reimburses  the 
participant  with  funds  from  the  flexible  spending  accounts  maintained  by  the  state,  up  to  the  employee's  annual  election 
amount.  Annual  elections  that  are  not  claimed  are  forfeited  by  the  employee,  and  are  retained  by  the  fund  to  help  cover 
operating  costs.  The  Flexible  Spending  Account  program  is  accounted  for  as  an  enterprise  fund. 
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Budgeted 
FY07 

Fund                   Fund  Name 
6027         Flexible  Spending  Funds 

Agency  # 
6010 

Agency  Name 
Department  of  Administration 

Program  Name 
State  Personnel  Division 

aims. 

les  45  days 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Administrative  Fees 

Revenue  from  Fee  B 

Revenue  from  Fee  C 

Revenue  from  Fee  D 

Revenue  from  Fee  E 

Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

87,980 

88,449 

95,775 

95,904 

98.781 

101,736 

87.980 

2.643 

48 

3,870,683 

88.449 
1,922 

4,178,766 

95,775 
1,222 

4,529,320 

95,904 
1,300 

4,841,469 

98,781 
1,300 

5,526.422 

101,736 
1,300 

6,076,229 

3,961,354 
3,738,014 

4,269,137 
4,324,002 

4,626,317 
4,667,844 

4,938,673 
4,994,593 

5,626,503 
5.625.203 

6,179,265 
6.177.965 

3,738,014 
223,340 

4,324.002 
(54,865) 

4,667,844 
(41,527) 

4,994.593 
(55,920) 

5.625.203 
1,300 

6,177,965 
1,300 

223.340 

(54,865) 

(41.527) 

(55.920) 

1,300 

1,300 

223,340 
91,081 

91,081 

(54.865) 

314,421 
1,889 

316,310 

(41,527) 
261,445 

261.445 

(55.920) 
219,918 

219,918 

1,300 
163.998 

163  998 

1.300 
165,298 

165.298 

314,421 

261,445 

219,918 

163,998 

165,298 

166,598 

45  days  of  expenses,  excluding  dependant  care  cl 
(Total  Operating  Expenses  less  Dep.  Care)  tin 
divided  by  total  days  in  year. 

324,614 

387,809 

434,282 

458.025 

503,217 

552,665 

Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  flexible  spending  account  had  revenues  of  roughly  $4.6  million  from  administrative  fees  and  premiums 
paid  by  state  employees  participating  in  the  plan.  Of  these  revenues,  all  but  about  $98,200  was  paid  for  plan 
administration  and  not  reimbursed  to  plan  participants.  The  fund  had  an  operating  loss  of  $41,527.  The  loss  is 
attributable  to  a  provision  in  which  a  participant  in  the  medical  flexible  spending  account  could  request  reimbursement 
for  a  claim  that  exceeds  his  contributions  to  date  and  then  terminate  his  employment  with  the  state  before  contributing 
his  total  elected  amount.  The  fund  is  not  able  to  seek  reimbursement  for  the  paid-out  claim  under  IRS  regulations. 
Typically,  forfeitures  of  unclaimed  annual  elections  offset  the  risk  of  contributions  not  being  received. 

The  figure  for  fund  06027  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007. 
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Proprietary  Rate  Explanation 

The  rate  charged  to  participants  in  the  flexible  spending  account  plan  is  established  through  the  competitive  bid 
procurement  process  and  contract  negotiations  with  the  successful  bidder  for  the  claims  administration  contract.  The 
participant  pays  these  plan  administration  fees.  Figure  23E  shows  the  historical  and  negotiated  fees  for  fiscal  years  2003 
through  2004.  Because  the  fund  is  an  enterprise  type  proprietary  fund,  the  legislature  does  not  approve  fees  and  charges 
for  the  fund.  The  information  is  provided  only  for  informational  purposes. 

Currently  the  claim  administrator  charges  $2.15  per  member  per  month.  This  rate  is  subject  to  inflation  and  other  cost 
increases  by  the  administrator  on  an  annual  basis. 
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Program  Description 

The  Risk  Management  and  Tort  Defense  Division  insures  state  agencies  against  risk  of  loss  for  property,  vehicles, 
boilers,  airports,  aircraft,  fidelity  bonds,  and  fine  arts.  The  state  self-insures  against  property  losses  under  $150,000 
($250,000  for  the  prison),  and  claims  for  general  liability,  errors  and  omissions,  inland  marine,  auto  liability,  and  foster 
care  liability.  The  state  also  carries  full  coverage  auto  insurance  on  certain  state-owned  vehicles  and  on  various  leased  or 
loaned  vehicles.  The  division  also  provides  risk  management  and  safety  training,  consultation  services,  claims 
administration,  and  legal  defense  to  prevent  or  minimize  the  adverse  effects  of  physical  or  financial  loss. 

Program  Highlights 


Department  of  Administration 

Risk  Management  &  Tort  Defense 

Major  Budget  Highlights 


Total  premiums  charged  for  insurance  would  decrease  by  $1 .2  million 
or  4.1  percent  from  the  2005  biennium 


Funding 

The  Risk  Management  and  Tort  Defense  Division  is  funded  entirely  with  proprietary  funds  financed  with  revenues  from 
premium  payments  from  state  agencies. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Risk  Management  and  Tort  Defense  Division  (RMTD)  purchases  catastrophic  commercial  property  and  casualty 
insurance  to  cover  aviation  and  property  losses  that  are  above  self-funded  deductibles  for  state  agencies,  boards, 
councils,  commissions,  and  the  university  system.  Through  in-house  staff  and  contracted  services,  the  division  self- 
insures  general  liability,  vehicle  liability,  professional  liability,  errors  and  omissions,  inland  marine,  leased/loaned 
vehicles,  and  foster  care  exposures.  The  Department  of  Administration  accumulates  a  self-insurance  fund  to  pay  for 
losses,  purchase  insurance,  and  fund  operations. 

The  division  provides  risk  management/safety  training  and  consultative  services  to  state  agencies  to  prevent  and/or 
minimize  the  adverse  effects  of  physical  or  financial  loss.  The  division  also  investigates,  evaluates,  and  defends 
agencies,  officers,  and  employees  of  the  state  in  tort  liability  claims  and  coordinates  the  adjudication  and  settlement  of 
claims  involving  damage  to  state  property. 

Proprietary  Revenues  and  Expenses 

In  FY  2004,  the  Risk  Management  and  Tort  Defense  Division  had  revenues  of  roughly  $14.7  million  from  premiums 
paid  by  state  agencies.  These  revenues  were  received  from  the  following  funding  sources  in  the  percentages  and 
approximate  amounts  listed: 

•  General  fund  (26.9  percent),  $4.0  million 

•  State  special  revenue  (35.9  percent),  $5.3  million 

•  Federal  special  revenue  (6.3  percent),  $0.9  million 

•  Proprietary  funds  (30.4  percent),  $4.5  million 

•  All  other  funds  (0.4  percent),  $63,000 

In  FY  2004,  revenues  funded  personal  services  for  16.00  FTE,  operating  costs,  and  insurance  claims.  Personal  services 
of  $0.6  million  were  25.2  percent  of  expenses  and  operating  costs  of  $1 .9  million  were  74.8  percent  of  expenses. 
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2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 


Fund                Fund  Name               Agency  #               Agency  Name 
6532      Agency  Insurance  Int  Srv        6101 Department  of 


Program  Name 
Risk  Management  &  Tort  Defense 


Operating  Revenues: 

Fee  revenue 

Revenue  from  Fee  A 

Revenue  from  Fee  B 

Revenue  from  Fee  C 

Revenue  from  Fee  D 

Revenue  from  Fee  E 

Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


Actual 
FY03 


Actual 
FY04 


Budgeted 
FY05 


Budgeted 
FY06 


(1,405) 


Budgeted 
FY07 


55,779  -                 59,371 

1,005  ..... 

8,023,758  8,617,724       14,717,612       15,452,767       14,431,941        14,499,856 

47,331  102,252               6,386 


8,127,873 

8,719,976 

14,783,369 

15,452,767 

14,431,941 

14,499,856 

658,936 

629,155 

654,187 

760,642 

797,680 

797,114 

16,923,538 

8,508,981 

1,942,226 

13,873,502 

7,636,224 

7,617,804 

17,582,474 

9,138,136 

2,596,413 

14,634,144 

8,433,904 

8,414,918 

(9,454,601) 

(418,160) 

12,186,956 

818,623 

5,998,037 

6,084,938 

(1,405) 

- 

- 

- 

- 

- 

(9,456,006) 

(418,160) 

12,186,956 

818,623 

5,998,037 

6,084,938 

1,150,353 

167,434 

615,582 

644,456 

644,456 

644,456 

(436,040) 

(98,048) 

(369,491 ) 

(301,193) 

(301,193) 

(301,193) 

(8,741,693) 

(348,774) 

12,433,047 

1,161,886 

6,341,300 

6,428,201 

(24,551,176)  (33,303,044)    (33,651,273)    (21,213,438)    (20,051,552)    (13,710,252) 
(12,481)  545  4,788 

2,306  ..... 

(24,561,351)  (33,302,499)    (33,646,485)    (21,213,438)    (20,051,552)    (13,710,252) 

(33,303,044)  (33,651,273)    (21,213,438)    (20,051,552)    (13,710,252)      (7,282,051) 


2,930,412 


1,523,023 


432,736        2,439,024        1,405,651         1,402,486 


The  figure  for  fund  06532  shows  the  financial  information  for  the  fund  from  FY  2002  through  FY  2007.  This  figure 
shows  operating  losses  in  all  years  up  to  the  2005  biennium,  which  deplete  net  assets  to  $33.7  million  by  the  end  of  the 
2003  biennium.  Since  the  beginning  of  the  2005  biennium  net  assets  have  and  are  expected  to  continue  to  increase 
primarily  due  to  the  premium  increase  approved  by  the  2003  Legislature  and  the  lower  than  typical  claims  experience 
seen  in  FY  2004.  By  continuing  premiums  at  the  higher  levels  approved  by  the  2003  Legislature  the  executive  expects  to 
gradually  reduce  the  net  asset  deficit  over  time. 

Each  fiscal  year  the  division  contracts  with  an  actuarial  consulting  firm  to  project  the  state's  estimated  unpaid  loss  and 
loss  adjustment  expenses.  The  actuarial  evaluation  provides  an  estimate  of  the  funding  that  would  be  necessary  if  all  of 
the  state's  claims  and  lawsuits  for  prior  fiscal  years  came  due  at  the  same  time.  Actuarial  projections  of  unpaid  losses  as 
of  June  30,  2004,  are  $25.6  million.  Actuarial  projected  future  loss  costs  for  FY  2006  and  FY  2007  determined  the 
ultimate  projected  loss  for  those  fiscal  years  to  be  $8.7  million  and  $9.3  million  respectively.  Since  claims  and  lawsuits 
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are  filed  at  different  times  and  are  typically  paid  out  over  as  many  as  10  years,  it  is  not  probable  that  all  claims  would 
come  due  at  once. 

Proprietary  Rate  Explanation 

Figure  24A  shows  the  FY  2004  rates  and  rates  submitted  for  legislative  approval  for  the  Risk  Management  and  Tort 
Defense  Division. 


Figure  24A 

Risk  Management  and  Tort  Defense 

Property  and  Casualty  Insurance  Premium  Rates 


Actual 
FY  04 


Requested 
FY  06 


Requested 
FY  07 


General  Liability 
Auto  Liability/Comp/Collision 
Aviation 

Property/Miscellaneous 
Total 


$10,566,132  $7,203,992  $7,242,383 

1,028,497   1,668,644   1,671,416 

167,184    174,014    174,003 

2,955,799   5,385,291   5,412,054 

$14,717,612  $14,431,941  $14,499,856 


Premium  Increases 

Proposed  increases  in  auto  liability/comprehensive/collision  insurance  are  primarily  attributable  to  increases  in  the 
number  of  exposure  units  insured.  Proposed  increases  in  aviation  (aircraft  and  airports)  and  property  (boilers  and 
machinery,  employee  fidelity  bond,  and  fine  arts)  are  the  result  of  increases  in  the  values  of  these  assets  and  unfavorable 
insurance  market  conditions. 

Insurance  industry  underwriting  losses  coupled  with  a  reduced  investment  income  from  stocks  and  bonds  have  had  a 
significant  impact  on  the  availability  and  affordability  of  commercial  insurance.  Property  insurance  carriers  have  also 
been  experiencing  a  decline  in  investment  income  in  stock  markets.  As  a  result,  the  state's  property  insurance  premiums 
are  expected  to  increase  in  FY  2006  and  FY  2007.  Since  property  claims  are  more  predictable  and  loss  costs  are  less 
volatile,  the  Department  of  Administration  proposes  to  fully  fund  property  insurance  on  an  actuarial  basis  for  the  2007 
biennium. 


Ill) 
COMMENT 


Fees  Commensurate  With  Costs 

In  response  to  concerns  about  a  declining  fund  balance,  large  catastrophic  claims,  and  general  fund 
loans,  the  Legislative  Audit  Division  (LAD)  determined  in  a  June  2003  audit  that  the  Risk  Management  and  Tort 
Defense  Division  was  not  collecting  premiums  sufficient  to  establish  fees  commensurate  with  costs  as  required  by  1 7-8- 
101,  MCA.  In  response  the  division  conducted  an  internal  study,  which  indicated  that  to  fully  fund  total  estimated 
claims  payable,  insurance  premium  assessments  to  state  agencies  would  need  to  increase  approximately  $9.0  million  for 
each  year  of  the  2007  biennium. 


The  executive  concluded  that  the  probability  is  low  that  all  claims  will  come  due  at  the  same  time.  Instead  of  fully 
funding  total  estimated  claims  payable,  the  executive  developed  rates  to  the  2007  biennium  that  would  fund 
approximately  50  percent  of  total  estimated  claims  payable.  Legislation  has  been  requested  (LC  81)  to  exempt  the  state 
self-insurance  fund  from  the  requirement  to  fully  fund  total  estimated  claims  payable. 
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Allocation  of  Premiums  to  Agencies 
Premiums  are  allocates  to  agencies  as  follows: 

•  Automobile  Liability  and  Physical  Damage  -  Costs  are  apportioned  to  state  agencies  based  upon  their  historical 
loss  experience  as  well  as  the  number  of  vehicles  owned,  leased,  or  borrowed 

•  Aviation  (Aircraft  and  Airports)  -  Costs  for  aircraft  are  based  upon  year,  make,  model,  and  value  of  the  aircraft 
and  are  determined  by  the  insurance  carriers.  Costs  for  airports  are  apportioned  to  state  agencies  based  upon  the 
number  of  airports  and  are  determined  by  the  insurance  carriers 

•  General  Liability  -  Costs  are  apportioned  to  state  agencies  based  upon  their  historical  loss  experience  as  well  as 
agency  FTE 

•  Property  (boilers  and  machinery,  crime,  fine  arts,  and  miscellaneous)  -  Costs  are  apportioned  to  state  agencies 
based  upon  the  estimated  replacement  cost  value  for  buildings  and  fine  arts  reported  as  owned/leased/loaned. 
Costs  for  boilers  are  apportioned  based  upon  the  number  of  boilers.  Costs  for  crime  coverage  are  based  on 
agency  FTE 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  :004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

7.00 

(0.50) 

0.00 

6.50 

(0.50) 

0.00 

6.50 

6.50 

Personal  Services 
Operating  Expenses 
Local  Assistance 

224,256 

63,660 

6,504 

37,663 

(949) 

0 

0 
0 
0 

261,919 

62,71 1 
6,504 

36.855 

(801) 

0 

0 
0 
0 

261,111 

62,859 

6,504 

523,030 

125,570 

13,008 

Total  Costs 

$294,420 

$36,714 

$0 

$331,134 

$36,054 

$0 

$330,474 

$661,608 

General  Fund 

294,420 

36,714 

0 

331,134 

36,054 

0 

330,474 

661.608 

Total  Funds 

$294,420 

$36,714 

$0 

$331,134 

$36,054 

$0 

$330,474 

$661,608 

Program  Description 

The  State  Tax  Appeal  Board  provides  a  tax  appeal  system  for  all  actions  of  the  Department  of  Revenue.  It  hears  appeals 
from  decisions  of  the  56  county  tax  appeal  boards,  primarily  involving  residential  and  commercial  property  valuation, 
and  takes  original  jurisdiction  in  matters  involving  income  taxes,  corporate  taxes,  severance  taxes,  centrally-assessed 
property  and  new  industry  property,  motor  fuels  taxes,  vehicle  taxes,  and  cabin  site  leases.  The  board  travels  throughout 
the  state  to  hear  appeals  from  decisions  of  the  county  tax  appeal  boards  and  to  conduct  informational  meetings  for  the 
various  county  tax  appeal  boards.  The  State  Tax  Appeal  Board  directs  the  county  tax  appeal  board  secretaries,  who  are 
state  employees,  and  pays  their  salaries  and  employee  benefits  from  its  personal  services  appropriation.  The  board  also 
reviews  and  pays  the  expenses,  including  employee  benefits,  of  those  county  tax  appeal  board  secretaries  who  are  county 
employees.  In  addition,  the  board  pays  the  clerical-related  expenses  for  all  56  county  tax  appeal  boards,  including 
supplies,  postage,  and  copies,  but  excluding  office  equipment. 

Program  Highlights 
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General  fund  budget  would  increase  through  adjustments  totaling 
$72,768  for  the  biennium  over  the  base  (an  average  annual  increase  of 
12  percent)  due  primarily  to  statewide  present  law  adjustments 

•     Statewide   adjustments   to   fully   fund   positions   would 
increase  base  expenditures  for  personal  services  by  29 
percent  due  to  40  percent  vacancies  in  the  base 
Elimination  of  0.50  FTE  would  reduce  general  fund  by  $32,000 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 
State  Tax  Appeal  Board 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
Grand  Total 

$     294.420            100.0%     $     331.134 
$     294,420            100.0%     $     331,134 

100.0% 
100.0% 

$     330,474 
$     330,474 

100.0% 
100.0% 

The  board  is  funded  entirely  by  the  general  fund.  General  fund  increases  by  more  than  12  percent  on  average  each  year 
over  the  base.  The  main  factor  for  this  increase  is  a  40  percent  vacancy  rate  in  FY  2004  and  the  corresponding  increases 
resulting  from  fully  funding  all  FTE,  except  for  the  vacancy  savings  and  FTE  reduction  proposed  by  the  executive.  As 
stated,  the  county  tax  appeal  board  secretaries  are  state  employees.  These  secretaries  work  only  when  needed,  and  need 
is  based  on  the  workload  resulting  from  tax  appeals. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

pjs 

General 
FTE                  Fund 

cal  2006 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Fixed  Costs 

65,167 

(11,577) 

(1,076) 

64,287 

(11,541) 

(928) 

Total  Statewide  Present  Law  Adjustments 

$52,514 

$51,818 

DP  301  -  Indirect  Administrative  Costs 

0.00                    127 
DP  2310  -  Statewide  FTE  Reduction 

(0.50)            (15,927) 

0 
0 

0 
0 

127 
(15,927) 

0.00 
(0.50) 

127 
(15,891) 

0 
0 

0 
0 

127 
(15,891) 

Total  Other  Present  Law  Adjustments 

(0.50)           ($15,800) 

$0 

$0 

($15,800) 

(0.50) 

($15,764) 

$0 

$0 

($15,764) 

Grand  Total  All  Present  Law  Adjustments 

$36,714 

$36,054 

DP  301  -  Indirect  Administrative  Costs  -  An  increase  of  $254  general  fund  for  the  biennium  is  requested  to  fund 
increases  in  indirect  cost  payments  for  services  received  from  proprietary  funded  centralized  service  functions  of  the 
agency. 

DP  2310  -  Statewide  FTE  Reduction  -  A  reduction  of  $31,564  general  fund  for  the  biennium  is  requested  to  reduce 
funding  by  0.50  FTE  for  an  aggregate  position  that  funds  county  tax  appeal  board  secretaries. 


LI  D 
COMMENT 


Base  Year  Vacancy  Rate 

The  aggregate  position  impacted  by  this  request  was  funded  for  2.75  FTE  for  county  tax  appeal 
board  secretaries,  where  the  workload  varies  depending  upon  the  volume  of  tax  appeals  in  the  county.  In  FY  2004,  the 
position  was  utilized  only  8.2  percent  of  the  time  available  for  a  91 .8  percent  vacancy  rate. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

3.00 

0.00 

0.00 

3.00 

0.00 

0.00 

3.00 

3.00 

Personal  Services 
Operating  Expenses 

145,942 
40,673 

3,811 

10,176 

0 
0 

149,753 
50,849 

3,738 
6,661 

0 
0 

149,680 

47,334 

299,433 
98,183 

Total  Costs 

$186,615 

$13,987 

$0 

$200,602 

$10399 

$0 

$197,014 

$397,616 

General  Fund 

186,615 

13,987 

0 

200,602 

10,399 

0 

197,014 

397,616 

Total  Funds 

$186,615 

$13,987 

$0 

$200,602 

$10399 

$0 

$197,014 

$397.6  It. 

Agency  Description 

The  Office  of  the  Appellate  Defender  is  a  single  program  agency  administratively  attached  to  the  Department  of 
Administration.  The  Appellate  Defender  is  hired  by,  and  serves  at  the  pleasure  of,  the  Appellate  Defender  Commission. 
The  Appellate  Defender  provides  legal  counsel  for  indigent  persons  who  have  been  convicted  and  who  then  appeal 
district  court  convictions,  or  who  petition  for  post-conviction  relief  from  district  court  proceedings.  The  Appellate 
Defender  also  aids  the  commission  by  compiling  and  maintaining  a  current  roster  of  Montana  attorneys  who  are  eligible 
to  serve  as  trial  and  appellate  defense  counsel  for  the  indigent,  if  appointed  by  an  appropriate  court. 

Agency  Highlights 


Appellate  Defender 
Major  Budget  Highlights 


Total  funding  increases  about  $24,200,  or  6.4  percent  over  the  2005 
biennium  appropriation  due  to  statewide  present  law  adjustments  and 
miscellaneous  expenses 

Funding  is  removed  for  salary  increases  funded  by  the  2003 
Legislature  under  the  broadband  pay  plan  of  the  alternative 
classification  and  compensation  system 


Agency  Discussion 

During  the  interim  following  the  2003  legislative  session,  the  Interim  Law  and  Justice  Committee  formed  a 
subcommittee  to  develop  legislation  to  establish  a  statewide  public  defender  system.  The  legislation  for  the  statewide 
public  defender  system  (LC  214)  would  provide  public  defender  services  in  criminal  and  certain  civil  cases  for  any 
individual  who  is  determined  to  be  financially  unable  to  retain  private  counsel  and  is  accused  of  an  offense  that  could 
result  in  loss  of  life  or  liberty  if  the  person  is  convicted.  The  functions  currently  performed  by  the  Appellate  Defender 
would  be  one  of  several  functions  of  the  statewide  public  defender  system.  LC  214  changes  the  Appellate  Defender 
Commission  to  a  Public  Defender  Commission  and  establishes  a  Chief  Public  Defender  Office  headed  by  a  Chief  Public 
Defender.  LC  214  would  have  the  Appellate  Defender  working  under  the  Chief  Public  Defender  and  would  expand  the 
appellate  defense  functions  so  that  appeals  currently  funded  by  local  governments  and  district  courts  are  a  part  of  the 
statewide  system. 

This  budget  request  for  the  Appellate  Defender  is  presented  under  current  law  and  would  need  to  be  amended  and 
combined  with  the  budget  for  trie  new  statewide  public  defender  system  if  LC  214  is  passed  and  approved. 
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Funding 

Services  provided  by  the  Appellate  Defender  are  funded  entirely  from  the  state  general  fund. 


Program  Funding  Table 
Appellate  Defender 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget         %  of  Budget 
FY  2004         FY  2006          FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
Grand  Total 

$     186,615 
186,615 

100.0%     $    200.602              100.0% 
100.0%          200,602              100.0% 

$     197,014 
197,014 

100.0% 
100.0% 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Law 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 

Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FTE 

3.00 

0.00 

3.00 

3.00 

0.00 

3.00 

3.00 

3.00 

Personal  Services 
Operating  Expenses 

149,753 
50,849 

0 
0 

149,753 
50,849 

149,680 
47,334 

0 
0 

149,680 
47,334 

294,399 
79,063 

299,433 
98,183 

Total  Costs 

$200,602 

$0 

$200,602 

$197,014 

$0 

$197,014 

$373,462 

$397,616 

General  Fund 

200,602 

0 

200,602 

197,014 

0 

197,014 

373,462 

397,616 

Total  Funds 

$200,602 

$0 

$200,602 

$197,014 

$0 

$197,014 

$373,462 

$397,616 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Pis 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

6,961 

(96) 

3,610 

6,888 

(92) 

3,637 

Total  Statewide  Present  Law  Adjustments 

$10,475 

$10,433 

DP  101  -  Fixed  cost  and  computer  replacement 

0.00                6,662 

DP  102  -  Alternative  Pay  Plan  Reduction 

0.00               (3,150) 

0 
0 

0 
0 

6,662 
(3,150) 

0.00 
0.00 

3,116 
(3,150) 

0 
0 

0 
0 

3,116 
(3,150) 

Total  Other  Present  Law  Adjustments 

0.00               $3,512 

$0 

$0 

$3312 

0.00 

($34) 

$0 

$0 

($34) 

Grand  Total  All  Present  Law  Adjustments 

$13,987 

$10399 
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DP  101  -  Fixed  cost  and  computer  replacement  -  An  increase  of  $9,778  general  fund  for  the  biennium  is  proposed  for 
increased  office  rent,  personal  computer  replacements,  and  increases  in  indirect  and  administrative  costs  paid  for 
administrative  services  provided  by  the  Department  of  Administration.  The  request  includes  an  increase  of  $3,819  to 
replace  personal  computers  for  all  staff  in  FY  2006,  an  increase  of  $4  to  fund  increases  of  indirect  and  administrative 
costs  paid  to  the  Department  of  Administration  for  administrative  services  received,  and  an  increase  of  $5,955  to  fund 
office  rent  increases. 


The  portion  of  this  request  for  personal  computer  replacements  is  not  an  annually  recurring  expenditure.  The 
state  standard  for  personal  computers  specifies  a  four-year  replacement  cycle.  By  providing  funding  to 
replace  computers  for  all  staff  in  FY  2006,  the  budgets  for  each  year  of  the  2009  biennium  would  be  inflated 

and  would  necessitate  a  positive  action  to  remove.    If  the  legislature  does  not  want  the  2009  biennium  budget  to  be 

inflated,  it  may  wish  to  designate  $3,819  of  the  FY  2006  appropriation  as  one  time  only. 


Ill) 

issue 


The  lease  contract  for  the  office  space  occupied  by  the  Appellate  Defender  expired  during  FY  2004.  At  that 
time  the  Appellate  Defender  decided  not  to  renew  the  lease  and  sought  different  office  space.  The  decision  to 
relocate  was  based  on  a  determination  that  the  environmental  characteristics  of  the  previous  space  were 

substandard.     The  factors  for  determining  that  the  office  space  was  substandard  were:     1)  pigeon  infestation;  2) 

temperature  regulation;  3)  building  access;  and  4)  electrical  system  deficiencies. 

By  moving  to  a  different  office  building,  the  Appellate  Defender  pays  a  higher  rental  cost,  but  the  higher  rental  cost 
includes  several  offsetting  costs  paid  separately  in  the  old  lease,  such  as  janitorial  services  and  parking.  The  rental 
contract  for  the  new  office  space  has  a  1.0  percent  lower  cost  increase  factor  than  the  old  lease. 

When  the  office  was  relocated  in  FY  2004,  one-time  moving  expenses  of  $2,044  were  incurred.  The  moving  expenses 
are  not  a  recurring  part  of  office  operations.  The  legislature  may  wish  to  remove  the  moving  expenses  from  the  budgets 
each  year  of  the  2007  biennium. 


DP  102  -  Alternative  Pay  Plan  Reduction  -  A  reduction  of  $6,300  general  fund  for  the  biennium  is  requested  to  offset  pay 
increases  given  to  staff  during  FY  2004  under  the  broadband  pay  plan  of  the  alternative  classification  and  compensation 
system. 


Ill) 
ISSUE 


The  2003  Legislature  approved  an  adjustment  for  the  Appellate  Defender  2005  biennium  appropriations  that 
provided  $12,600  funding  for  the  biennium  to  provide  performance  based  pay  raises  under  the  broadband  pay 
plan.  The  broadband  pay  plan,  with  its  nine  pay  bands,  is  an  alternative  classification  and  compensation 
system  to  the  25  pay  grade  statewide  classification  plan  covering  most  state  employees  and  allows  for  pay  increases 
based  on  performance  factors  and  attainment  of  job  related  competencies.  In  FY  2004,  the  Appellate  Defender  provided 
salary  increases  according  to  the  plan  approved  and  funded  by  the  legislature  in  HB  2.  The  adjustment  to  remove 
funding  for  the  corresponding  salary  increases  appears  to  go  against  the  intention  of  the  legislature  in  this  instance.  If  the 
legislature  concurs  with  funding  the  broadband  pay  plan  without  impacting  other  functions  of  the  office,  it  may  wish  to 
not  approve  this  decision  package.  If  the  legislature  concurs  with  the  executive  recommendation  to  not  provide  separate 
funding  for  the  broadband  pay  plan  increases  awarded  in  FY  2004,  it  would  approve  this  decision  package  with  the 
following  options: 

1)  As  it  is  presented  and  leave  it  up  to  the  discretion  of  the  Appellate  Defender  to  identify  the  functions  that  would 
not  be  funded;  or 

2)  Direct  the  executive  to  identify  the  functions  that  would  not  be  funded. 


Appellate  Defender  A-261  Appellate  Defender 


Montana  Consensus  Council 


Ol-Mt  Consensus  Council 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

2.00 

0.00 

0.00 

2.00 

0.00 

0.00 

2.00 

2.00 

Personal  Services 
Operating  Expenses 

129,438 
1 10,362 

(2,339) 
(39,094) 

0 
0 

127,099 
71,268 

(2,704) 
(38,915) 

0 
0 

126,734 
71,447 

253,833 
142,715 

Total  Costs 

$239,800 

($41,433) 

$0 

$198367 

($41,619) 

$0 

$198,181 

$396348 

State/Other  Special 

239,800 

(41,433) 

0 

198,367 

(41,619) 

0 

198,181 

396,548 

Total  Funds 

$239,800 

($41,433) 

$0 

$198367 

($41,619) 

$0 

$198,131 

$396,548 

Agency  Description 

The  Montana  Consensus  Council  is  a  single  program  agency  attached  to  the  Department  of  Administration  for 
administrative  purposes.  The  Montana  Consensus  Council  is  a  public  organization  that  helps  citizens  and  officials  build 
agreement  and  resolve  disputes  on  natural  resource  and  other  public  policy  issues. 

Agency  Highlights 


Montana  Consensus  Council 
Major  Budget  Highlights 


Total  funding  decreases  about  $116,600,  or  22.7  percent,  from  the 
2005  biennium  appropriation  to  align  expenditures  within  estimated 
revenues  in  an  attempt  to  maintain  a  self-funded  program 


Agency  Discussion 

History  of  Montana  Consensus  Council  Existence 

The  Montana  Consensus  Council  first  came  into  existence  in  FY  1994  to  provide  a  public  dispute  resolution  office 
funded  from  $128,000  from  resource  indemnity  trust  grants  and  $130,000  from  payments  made  from  entities  using  the 
services  of  the  council.  Even  though  the  legislature  provided  funding  for  this  purpose,  it  did  not  create  a  dispute 
resolution  office  in  statute.  In  FY  1994,  Governor  Racicot  signed  an  executive  order  to  create  the  Montana  Consensus 
Council  to  provide  the  related  dispute  resolution  function  for  which  funding  was  provided.  Until  the  2003  Legislature 
passed  HB  741  to  create  the  Montana  Consensus  Council  as  an  agency  administratively  attached  to  the  Department  of 
Administration,  it  has  functioned  with  funding  in  HB  2  and  under  the  executive  order,  without  a  direct  statutory 
directive.  Statute  directs  the  council  to  promote  fair,  effective,  and  efficient  processes  for  building  agreement  on  natural 
resource  and  other  public  policy  issues  that  are  important  to  Montanans. 
Funding  Challenges  Ahead 

Since  its  inception,  the  council  has  relied  on  general  fund  to  help  fund  operations.  It  wasn't  until  the  2005  biennium 
when  the  council  was  established  as  an  agency  separate  from  the  Governor's  Office  that  it  was  funded  wholly  with  state 
special  revenue.  Functioning  as  a  self-funded  entity  with  state  special  revenue  funding  derived  from  fees  for  services 
and  other  available  private  funds  will  likely  be  the  biggest  challenge  for  the  council  for  the  2007  biennium  and  beyond. 
In  addition,  indications  are  that  the  council  will  no  longer  receive  a  $50,000  annual  grant  from  a  private  entity. 

The  council  has  relied  on  contracted  consensus  facilitators  to  provide  the  services  of  the  office.  To  address  the 
anticipated  revenue  decline,  the  council  has  reduced  its  reliance  on  contracted  consensus  facilitators  and  is  performing 
more  consensus  activities  with  existing  state  staff.  The  reduced  reliance  on  contracted  consensus  facilitators  is  reflected 
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in  the  council  budget  request  for  the  2007  biennium  and  is  the  primary  factor  explaining  why  the  budget  request  is  22.7 
percent  lower  than  the  appropriations  for  the  2005  biennium. 

Funding 

Services  of  the  Montana  Consensus  Council  are  funded  with  state  special  revenue  funds  derived  from  fees  charged  for 
services  and  other  private  grants  or  donations. 


Program  Funding  Table 
Mt  Consensus  Council 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

02275  Montana  Consensus  Council 
Grand  Total 

$    239.800           100.0%     $     198.367 
$    239,800           100.0%     $     198,367 

100.0% 
100.0% 

$     198,181 
$     198,181 

100.0% 
100.0% 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

2.00 

0.00 

2.00 

2.00 

0.00 

2.00 

2.00 

2.00 

Personal  Services 
Operating  Expenses 

127,099 
71,268 

0 
0 

127,099 
71,268 

126,734 
71,447 

0 
0 

126,734 
71,447 

283,669 
229,472 

253,833 
142,715 

Total  Costs 

$198367 

$0 

$198367 

$198,181 

$0 

$198,181 

$513,141 

$396348 

State/Other  Special 

198,367 

0 

198,367 

198,181 

0 

198,181 

513,141 

396,548 

Total  Funds 

$198367 

$0 

$198367 

$198,181 

$0 

$198,181 

$513,141 

$396348 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006 

General               State 
FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Fiscal  ''007 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

(2,339) 
(109) 
3,768 

(2,704) 

(105) 
3.945 

Total  Statewide  Present  Law  Adjustments 

$1,320 

$1,136 

DP  301  -  Indirect  Administrative  Costs/Base  Adjustm 
0.00                        0 

nits 

(42,753) 

0 

(42,753) 

0.00 

0 

(42.755) 

0 

(42.755) 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

($42,753) 

$0 

($42,753) 

0.00 

$0 

($42,755) 

$0 

($42,755) 

Grand  Total  All  Present  Law  Adjustments 

($41,433) 

(S41.619) 

DP  301  -  Indirect  Administrative  Costs/Base  Adjustments  -  A  net  reduction  of  about  $85,500  state  special  revenue  for 
the  biennium  is  proposed  through  increases  of  $4,492  for  indirect  and  administrative  costs  paid  for  services  received 
from  the  Department  of  Administration  and  offsetting  reductions  of  $80,000  for  consultant  services  and  $10,000  for 
minor  computer  software. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  Oh-07 

FTE 

2,755.01 

(28.83) 

3.00 

2,729.18 

(28.83) 

13.00 

2,739.18 

2.739.18 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

1 14,038,582 

88,621,395 

376,355 

0 

42,470,810 

821,366,107 

0 

598,806 

6,294,251 

7,621,094 

51,000 

0 

3,268,515 

109,768,588 

0 

0 

298,262 

7,121,364 

85,000 

0 

2,354,918 

46,809,921 

0 

0 

120.631,095 

103,363,853 

512,355 

0 

48,094,243 

977,944,616 

0 

598,806 

6,331,035 

7,982,391 

36,000 

0 

3,761,327 

155,528,088 

0 

0 

748,465 

9,433,669 

0 

0 

3.161,061 

63,405,314 

0 

0 

121,118,082 

106,037.455 

412,355 

0 

49,393,198 

1,040,299,509 

0 

598,806 

241.749,177 

209.401,308 

924,710 

0 

97,487,441 

2,018,244,125 

0 

1.197,612 

Total  Costs 

$1,067,472,055 

$127,003,448 

$56,669,465 

$1,251,144,968 

$173,638,841 

$76,748,509 

$1,317,859,405 

$2,569,004,373 

General  Fund 
State/Other  Special 
Federal  Special 

248,448,589 

36,553,605 

782,469,861 

44,868,784 

7,310,064 

74,824,600 

2,864,010 
17,590,210 
36,215,245 

296,181,383 

61,453,879 

893,509,706 

56,612,449 

9,140,977 

107,885,415 

2,306,765 
15,825,333 
58,616,411 

307,367,803 

61.519,915 

948,971,687 

603,549,186 

122,973,794 

1,842,481,393 

Total  Funds 

$1,067,472,055 

$127,003,448 

$56,669,465 

$1,251,144,968 

$173,638,841 

$76,748,509 

$1317,859,405 

$2,569,1)04373 

Agency  Description 

The  Department  of  Public  Health  and  Human  Services  (DPHHS)  administers  a  wide  spectrum  of  programs  and  projects, 
including:  welfare  reform  -  Families  Achieving  Independence  in  Montana  (FAIM),  Medicaid,  foster  care  and  adoption, 
nursing  home  licensing,  long-term  care,  aging  services,  alcohol  and  drug  abuse  programs,  mental  health  services, 
vocational  rehabilitation,  disability  services,  child  support  enforcement  activities,  and  public  health  functions  (such  as 
communicable  disease  control  and  preservation  of  public  health  through  chronic  disease  prevention). 

The  department  is  also  responsible  for  all  state  institutions  except  prisons.  DPHHS  facilities  include:  Montana  State 
Hospital,  Warm  Springs;  Montana  Mental  Health  Nursing  Care  Facility,  Lewistown;  Montana  Chemical  Dependency 
Center,  Butte;  Eastern  Montana  Veterans'  Home,  Glendive;  Montana  Veterans'  Home,  Columbia  Falls;  and  Montana 
Developmental  Center,  Boulder. 

Agency  Highlights 


Department  of  Public  Health  and  Human  Services  (DPHHS) 
Major  Budget  Highlights 


Total  funding  for  the  department  increases  $334  million  or  15  percent 
when  the  2005  and  2007  biennia  are  compared.  General  fund  support 
increases  $80  million  or  16  percent  over  the  same  time  period 
The  majority  ($372  million)  of  the  $434  million  increase  over  the  FY 
2004  base  budget  is  in  spending  due  to  Medicaid  services  increases 
•     Total  executive  request  for  Medicaid  services  is  $1.3  billion 
over  the  2007  biennium 
General  fund  for  Medicaid  match  increases  $55  million  over  the 
biennium  due  to  the  loss  of  the  enhanced  federal  match  rate  ($28 
million)  in  FY  2004  and  annual  adjustments  that  reduce  the  federal 
match  rate  during  the  2007  biennium  ($27  million) 
The  executive   requests   supplemental   appropriations   in  FY   2005 
totaling  $1.9  million  general  fund,  including  $1 .1  million  for  Child  and 
Family  Services  Division  and  $0.8  million  for  the  Child  Support 
Enforcement  Division  
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Food  Stamp  benefit  costs,  which  are  entirely  federally  funded,  are 

expected  to  exceed  $100  million  annually  by  the  end  of  the  2007 

biennium 

Major  executive  initiatives  include: 

•  Medicaid  redesign  proposals  including: 

•  Three  separate  Medicaid  waiver  programs 

•  Expansion  of  health  services  to  low  income  adults 
with  a  mental  illness,  children  with  a  serious 
emotional  disturbance  transitioning  to  adult 
services,  and  potentially  to  persons  who  are  unable 
to  purchase  private  health  insurance  (Montana 
Comprehensive  Health  Association  -  state  high  risk 
pool) 

Developmental  Disabilities  System  Redesign 

Expansion  of  PACT  (Program  for  Assertive  Community  Treatment) 

•  Initiative  to  more  than  double  community  services  for  persons 
with  a  severe  and  disabling  mental  illness  from  FY  2004  base 
levels 

Diversion  of  Tobacco  settlement  proceeds  from  tobacco  prevention 
and  control  to  continue  services  authorized  by  a  one-time  diversion 
during  the  2005  biennium 

Expansion  of  the  number  of  children  covered  in  the  Children's  Health 
Insurance  Program  (CHIP) 

•  Use  of  $4  million  in  private  donations  as  a  source  of  state 
match  over  the  2007  biennium 

Initiative  that  potentially  anticipates  that  the  revenue  from  the  $1  per 
pack  of  cigarette  tax  increase  would  be  used  in  place  of  donations 
Development  of  children's  system  of  care  -  for  early  childhood 
development  and  for  children  who  require  services  from  more  than 
one  state  agency 


Major  LFD  Issues 


Redesign  of  the  developmental  disability  service  delivery  system  will 
have  significant  impacts  on  consumers,  providers  and  the  department, 
and  a  number  of  policy  decisions  that  the  legislature  may  wish  to 
influence  are  under  consideration  by  the  department 
Medicaid  redesign  is  proposed  which: 

•  Requests  several  waivers,  with  the  major  waiver  still  a  concept 
in  flux 

•  Relies  on  permanent  diversion  of  tobacco  settlement  revenue 
from  tobacco  prevention  and  control 

Medicare  Modernization  Act  may  have  significant  impacts  on  DPHHS 

expenditures  and  workload  that  are  not  included  in  the  executive 

budget 

The  Medicare  Modernization  Act  may  offset  a  portion  of  state 

employee  health  plan  payment  of  retirees'  prescription  costs 

Travis  P.  litigation  settlement  agreement  signed  in  February  2004,  has 

implications  for  the  developmental  disabilities  system  and  potential 

implications  related  to  agency-wide  administration  of  programs 

Systems  of  care  for  children  and  children's  mental  health  issues 

related  to: 
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Funding  flexibility 

Integration  of  budget  proposals  into  the  system 

Coordination  between  Service  Area  Authorities  and  Kids 

Management    Authorities    with    regard    to    planning    for 

children's  mental  health  issues 

The  legislature  may  want  to  exercise  interim  oversight  of 

system  development 


The  2007  biennium  executive  budget  request  for  DPHHS  is  $434  million  higher  than  the  FY  2004  base  budget.  Most  of 
the  growth  ($372  million)  is  for  Medicaid  service  increases.  Operating  costs  increase  about  $34  million  and  personal 
services  funding  grows  a  net  $14  million.  Operating  cost  increases  are  due  to  changes  in  professional  and  consulting  fees, 
and  $1 .6  million  for  the  biennium  for  bed  tax  fees  at  the  Montana  Developmental  Center. 

DPHHS  is  funded  by  general  fund,  state  special  revenue,  and  federal  funds.  The  percentage  of  general  fund  remains 
relatively  constant,  providing  23.3  percent  of  the  FY  2004  base  budget  and  23.5  percent  of  the  2007  biennium  budget, 
although  general  fund  outlays  increase  $105  million  in  the  2007  biennium.  General  fund  changes  are  primarily  related  to 
Medicaid  match  rate  changes  and  to  Medicaid  caseload  and  service  utilization  changes. 

State  special  revenue  increases  from  3.4  to  4.8  percent  over  the  same  time  period  and  federal  funds  decrease  from  73.3  to 
71.7  percent.  The  increase  in  state  special  revenue  support  is  due  in  part  to  the  diversion  of  a  portion  of  the  tobacco 
settlement  proceeds  to  a  state  special  revenue  fund  used  to  support  department  programs.  Because  the  legislation 
authorizing  this  diversion  terminated  at  the  end  of  the  2005  biennium,  this  funding  was  not  included  in  the  base  budget  for 
the  department.  The  executive  proposes  continuation  of  this  diversion  of  tobacco  settlement  proceeds.  Issues  related  to 
the  use  of  tobacco  settlement  proceeds  are  discussed  later  in  this  narrative. 

As  illustrated  in  Figure  1  the  majority  of  the  department  funding  (almost  80  percent)  supports  benefit  and  claims  costs 
paid  on  behalf  of  individuals.  Personal  services  comprises  the  next  largest  category  of  expenditure  (9  percent)  for  the 
department.  The  costs  of  staff  at  the  six  state  institutions  operated  by  the  department  account  for  33  percent  of  the 
personal  services  costs. 
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Figure  1 
Budget  Changes  by  Fund  Type 
General  fund  support  for  the  department  increases  due  to: 

•  Caseload  and  service  changes 

•  Medicaid  -  $33.2  million  for  the  biennium 

•  Subsidized  adoption  -  $2.7  million  for  the 
biennium 

•  Program  for  Assertive  Community  Treatment 
(PACT)  for  persons  with  a  serious  and  disabling 
mental  illness  -  $1 .6  million  for  the  biennium 

•  Foster  care  -  $0.8  million  for  the  biennium. 
However,  the  department  has  indicated  the 
executive  budget  is  understated  by  about  $1.4 
million  for  the  biennium 

•  Discontinuation  of  the  enhanced  federal  Medicaid  match 
rate  -  $28.0  million  for  the  biennium 

•  Decrease  in  the  federal  Medicaid  match  rate  for  FY  2006  and  2007  -  $27  million  for  the  biennium 

•  Institutional  costs  that  adjust  for  overtime,  holidays  worked,  and  differential  pay  as  well  as  inflation  in  medical 
costs,  utilities,  and  food 

•  Montana  State  Hospital  -  $3.9  million  for  the  biennium 

»•     Montana  Developmental  Center  (MDC)  -$1.1  million  for  the  biennium 
•     MDC  continuation  of  bed  tax  -  $  1 .6  million  for  the  biennium 
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General  fund  increases  are  slightly  offset  ($1.6  million)  due  to  the  continuation  of  the  across-the-board  personal  services 
reduction  included  in  the  2003  biennium  budget  by  the  legislature. 

State  special  revenue  support  for  the  department  increases  due  to: 

•  Continuation  of  hospital  provider  tax  to  increase  Medicaid  payments  to  hospitals  -  $1 7.7  million  for  the  biennium 

•  Continued  diversion  of  a  portion  of  the  tobacco  settlement  proceeds  from  tobacco  control  and  prevention  to  other 
uses  -  $1 1 .9  million  for  the  biennium 

•  Nursing  home  intergovernmental  transfer  (IGT)  increase  where  county  owned  nursing  homes  make  a  payment  to 
DPHHS  to  draw  down  additional  federal  Medicaid  funds  to  provide  higher  Medicaid  nursing  home  rates  -  $3.8 
million  for  the  biennium 

•  Diversion  of  tobacco  settlement  proceeds  from  Children's  Health  Insurance  Program  (CHIP)  match  to  Medicaid  - 
$2.7  million  for  the  biennium 

•  Annualization  of  nursing  home  fee  -  $2.3  million  for  the  biennium 

•  Medicaid  caseload,  Health  Resources  Division  -  $2.3  million  for  the  biennium 

•  Expand  "Nurse  First"  -  $2.0  million  for  the  biennium 

Federal  funds  increase  due  to: 

•  Caseload  and  service  changes 

•  Medicaid  programs 
Medicaid  primary  care  -  $68.9  million  for  the  biennium 
Indian  Health  Services  -  $25.2  million  for  the  biennium 
School  based  services  -  $16.0  million  for  the  biennium 
Medicare  Buy  In  -  $4.6  million  for  the  biennium 
Home  based  services  -  $2.4  million  for  the  biennium 
Children's  mental  health  -  $2.5  million  for  the  biennium 
Adult  mental  health  -  $4.2  million 
Breast  and  cervical  cancer  -  $1.6  million 
Nursing  home  care  -  $  1 .0  million 

•  Food  stamp  benefits  -  $44.5  million  for  the  biennium 

•  Continuation  of  hospital  provider  tax  -  $42.1  million 

•  Medicaid  redesign,  Health  Insurance  Flexibility  and  Accountability  (HIFA)  waiver  -  $20  million 

•  Child  care  funding  transferred  from  TANF  funds  -  $1 3.8  million  for  the  biennium 

•  Temporary  Assistance  for  Needy  Families  (TANF)  cash  assistance  -  $8.1  million  for  the  biennium 

•  Increases  in  federal  categorical  grants 

•  Public  health  -  $7.1  million 

•  Emergency  preparedness  -  $4.2  million 

•  Energy  and  commodity  assistance  -  $1 .5  million 

•  Requested  increases  in  expenditure  of  federal  TANF  funds  for  purposes  other  than  cash  assistance  -  $  7.7  million 

Federal  funds  growth  is  partially  offset  by  a  $28  million  decrease  over  the  2007  biennium  due  to  the  reductions  in  the 
federal  Medicaid  match  rate. 

Comparison  of  2007  and  2005  Biennia  Funding  by  Division 

Figure  2  illustrates  the  2005  and  2007  biennia  funding  by  division  within  the  department.  General  fund  support  for  6 
divisions  increases  more  than  10  percent.  The  largest  percentage  increase  (144  percent)  is  for  the  Child  Support 
Enforcement  Division,  although  the  dollar  increase  is  only  $780,000.  The  largest  dollar  increase,  $43.3  million,  occurs  in 
the  Health  Resources  Division,  which  administers  the  largest  Medicaid  programs. 
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Figure  2 

Comparison  of  Funding  By  Division 

2005  and  2007  Biennia 

2005  B 

ennium 

2007  Biennium 

Percent 

Percent 

General 

Total 

General 

Total 

Increase 

Increase 

Division 

Fund 

Funds 

Fund 

Funds 

Gen  Fund 

Total  Funds 

Human  &  Comm.  Services 

$44,764,961 

$370,120,103 

$47,334,390 

$438,478,481 

5.7% 

18.5% 

Child  &  Family  Services 

40,970,711 

96,586,841 

48,533,975 

106,453,333 

18.5% 

10.2% 

Director's  Office 

2,422,636 

5,895,720 

2,385,576 

25,937,530 

-1.5% 

339.9% 

Child  Support  Enforcement 

542.473 

17,220,414 

1,322,785 

19,416,258 

143.8% 

12.8% 

Fiscal  Services 

4,074,967 

10,379,518 

4,352,022 

11,723,600 

6.8% 

12.9% 

Public  Health  and  Safety 

3,759,373 

92,875,325 

4,218,323 

103,950,949 

12.2% 

1 1 .9% 

Quality  Assurance 

4,142,006 

15,403,049 

4,024,275 

16,323,309 

-2.8% 

6.0% 

Operations  &  Technology 

18,156,652 

54,236,564 

18,077,377 

55,158,582 

-0.4% 

1.7% 

Disability  Services 

85,308,210 

249,954,579 

89,714,762 

256,307,231 

5.2% 

2.5% 

Health  Resources 

160,034,277 

755,825,704 

203,378,331 

936,379,139 

27.1% 

23.9% 

Senior  &  Long-term  Care 

80,632,162 

411,212,684 

94,465,796 

424,142,452 

17.2% 

3.1% 

Addictive  &  Mental  Disorders 

75,702,771 

155,089,520 

85,741,574 

174,733,509 

13.3% 

12.7% 

Total 

$520,511,199 

$2,234,800,021 

$603,549,186 

$2,569,004,373 

16.0% 

15.0% 

Total  funds  increase  more  than  10  percent  in  8  divisions  with  the  largest  percentage  increase  (339  percent)  occurring  in 
the  Director's  Office  due  to  the  inclusion  of  the  Medicaid  redesign  proposal.  The  largest  dollar  increase  ($180  million) 
occurs  in  the  Health  Resources  Division  due  to  growth  in  Medicaid  related  costs.  Funding  for  the  Human  and  Community 
Services  Division  rises  $68  million  due  to  increases  in  federal  funding,  primarily  in  food  stamp  benefit  costs,  transfer  of 
TANF  funds  to  child  care,  and  increases  in  spending  of  federal  TANF  funds. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  executive. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium 

Executive  Budge 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

02  Human  And  Community  Services 

$      47,334,390 

$      1,219,147 

i 

389,924,944 

S 

438,478,481 

17% 

03  Child  &  Family  Services 

48,533,975 

2,906,240 

55,013,118 

$ 

106,453,333 

4% 

04  Director's  Office 

2,385,576 

596,441 

22,955,513 

$ 

25,937,530 

1% 

05  Child  Support  Enforcement 

1,322,785 

5,066,536 

13,026,937 

$ 

19,416,258 

1% 

06  Fiscal  Services  Division 

4,352,022 

706,006 

6,665,572 

$ 

11,723,600 

0% 

07  Public  Health  &  Safety  Div. 

4,218,323 

12,862,095 

86,870,531 

$ 

103,950,949 

4% 

08  Quality  Assurance  Division 

4,024,275 

915,700 

11,383,334 

$ 

16,323,309 

1% 

09  Operations  &  Technology 

18,077,377 

2,232,735 

34,848,470 

$ 

55,158,582 

2% 

10  Disability  Services  Division 

89,714,762 

3,688,372 

162,904.097 

$ 

256,307,231 

10% 

1 1  Health  Resources  Division 

203,378,331 

37,72 1,209 

695,279,599 

$ 

936,379,139 

36% 

22  Senior  &  Long-Term  Care 

94,465,796 

38,101,627 

291,575,029 

$ 

424,142,452 

17% 

33  Addictive  &  Mental  Disorders 

85.741.574 

16.957.686 

72.034.249 

$_ 

174.733.509 

7% 

Grand  Total 

$    603,549,186 

$  122.973.794 

$  1,842 

$2,569,004,373 

100% 

DPHHS  is  funded  by  a  combination  of  general  fund,  state  special  revenue,  and  federal  funds.  General  fund  provides 
almost  24  percent  of  the  2007  biennium  budget,  while  state  special  revenue  and  federal  funds  provide  about  4  and  72 
percent,  respectively. 

Four  divisions  receive  80  percent  of  the  department  funding.  Funding  for  the  Health  Resources  Division,  which 
administers  the  largest  Medicaid  program,  equates  to  more  than  36  percent  of  the  department  funding.  Senior  and  Long 
Term  Care  and  Human  and  Community  Services  divisions  each  account  for  about  1 7  percent  of  total  department  funding. 
Disability  Services  Division  comprises  10  percent  of  the  total. 
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A  similar  split  is  exhibited  in  the  allocation  of  the  general  fund.  The  4  divisions  listed  above  comprise  72  percent  of  the 
department  general  fund  budget  and  when  the  Addictive  and  Mental  Disorders  Division  is  combined  with  these  4 
divisions  the  total  percent  of  the  general  fund  budget  represented  increases  to  86  percent.  The  Human  and  Community 
Services  Division,  while  second  largest  in  total  funds,  is  sixth  largest  in  general  fund  support. 

Biennial  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Law 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 

Fiscal  06-07 

FTE 

2,726.18 

3.00 

2,729.18 

2,726.18 

13.00 

2,739.18 

2,755.01 

2,739.18 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

120,332,833 

96,242,489 

427,355 

0 

45,739,325 

931,134,695 

0 

298,262 

7,121,364 

85,000 

0 

2,354,918 

46,809,921 

0 

120,631,095 

103,363,853 

512,355 

0 

48,094,243 

977,944,616 

0 

120,369,617 

96,603,786 

412,355 

0 

46,232,137 

976,894,195 

0 

748,465 

9,433,669 

0 

0 

3,161,061 

63,405,314 

0 

121,118,082 

106,037,455 

412,355 

0 

49,393,198 

1,040,299,509 

0 

233,244,240 

175,929,841 

2,196,210 

28,398 

87,121,936 

1,735,176,425 

0 

241,749,177 

209,401,308 

924,710 

0 

97,487,441 

2,018,244,125 

0 

Debt  Service 

598,806 

0 

598,806 

598,806 

0 

598,806 

1,102,971 

1,197,612 

Total  Costs 

$1,194,475,503 

$56,669,465 

$1,251,144,968 

$1,241,110,896 

$76,748,509 

$1,317,859,405 

$2,234,800,021 

$2,569,004,373 

General  Fund 
State/Other  Special 
Federal  Special 

293,317,373 

43,863,669 

857,294,461 

2,864,010 
17,590,210 
36,215,245 

296,181,383 

61,453,879 

893,509,706 

305,061,038 

45,694,582 

890,355,276 

2,306,765 
15,825,333 
58,616,411 

307,367,803 

61,519,915 

948,971,687 

520,511,199 

86,194,813 

1,628,094,009 

603,549,186 

122,973,794 

1,842,481,393 

Total  Funds 

$1,194,475,503 

$56,669,465 

$1,251,144,968 

$1,241,110,896 

$76,748,509 

$1,317,859,405 

$2,234,800,021 

$2,569,004,373 

General  fund  support  for  the  department  increases  16  percent  when  the  2005  and  2007  biennia  are  compared.  This  growth 
is  primarily  due  to  increases  in  state  match  for  Medicaid  due  to:  discontinuation  of  the  enhanced  federal  Medicaid  rate, 
reductions  in  the  federal  Medicaid  rate  that  are  expected  in  FY  2006  and  2007,  caseload  increases,  and  service  utilization. 
State  special  revenue  support  for  the  department  increases  almost  43  percent  due  to  the  request  to  continue  the  temporary 
diversion  of  tobacco  settlement  proceeds  from  tobacco  control  and  prevention  that  was  authorized  by  the  2003 
Legislature,  to  fund  other  DPHHS  programs.  Since  this  diversion  was  temporary,  the  tobacco  settlement  state  special 
revenue  appropriations  were  removed  from  the  base  budget,  but  are  included  in  the  2007  biennium,  overstating  the 
change.  Federal  funds  increase  due  to  increases  in  caseload  including  food  stamp  benefits  ($44.5  million),  Medicaid,  and 
other.  A  number  of  federal  categorical  grants  also  increase. 

The  cost  of  benefits  and  claims  rises  1 6  percent  when  the  two  biennia  are  compared,  primarily  due  to  caseload  increases 
for  the  food  stamp,  Medicaid,  foster  care,  and  subsidized  adoption  programs.  Grant  costs  increase  12  percent  over  the 
same  time  period  due  to  increases  in  the  child  and  adult  food  care  program  and  various  categorical  grants.  Operating  costs 
increase  19  percent  due  to  increases  in  consulting  and  professional  services  and  taxes  ($1.6  million  for  MDC  bed  day 
utilization  fee). 

Supplemental  Appropriation 

The  executive  budget  indicates  that  supplemental  appropriations  will  be  requested  for  two  areas  within  DPHHS: 

•  Child  and  Family  Services  Division  (CFSD),  $1.1  million  general  fund 

•  Child  Support  Enforcement  Division  (CSED),  $0.8  million  general  fund 

Child  and  Family  Services 

The  executive  anticipates  a  FY  2005  general  fund  shortfall  of  $3.7  million  in  CFSD  and  hopes  to  mitigate  $2.6  million  of 
this  shortfall,  thus  requiring  a  supplemental  appropriation  of  $1.1  million.  This  shortfall  is  primarily  due  to  a  reduction  in 
the  number  of  children  eligible  for  federal  foster  care  and  adoption  funding  under  Title  rV-E  of  the  Social  Security  Act. 
DPHHS  staff  indicates  that  the  division  budget  for  FY  2005  was  based  upon  the  assumption  that  about  60  percent  of  the 
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children  served  would  be  eligible  for  federal  Title  IV-E  funding.  Due  to  a  number  of  compliance  issues  that  were 
identified  through  internal  review  of  case  files  and  a  federal  IV-E  eligibility  review,  currently  only  about  38  percent  of  the 
children  served  by  the  division  are  eligible  for  federal  Title  IV-E  funds. 

Division  staff  indicates  the  compliance  issues  are  the  result  of  both  increased  diligence  in  review  of  case  files  and  changes 
in  federal  interpretation  of  the  Title  IV-E  requirements.  Surrounding  states  such  as  North  and  South  Dakota  and  Utah 
have  Title  IV-E  eligibility  rates  of  about  50  percent.  CFSD  believes  that  these  states  are  comparable  to  Montana  and  is 
working  to  achieve  a  comparable  Title  IV-E  eligibility  ratio.  The  division  is  taking  a  multi-pronged  approach  to  the  issue 
and  is  working  with  county  attorneys,  judges,  and  within  the  division  to  address  this  issue. 

In  November  2004,  CFSD  notified  providers  that  a  number  of  costs  savings  measures,  including  reductions  in  foster  care 
support  services,  were  now  in  effect.  Support  services  being  reduced  include  clothing  allowances,  respite  care,  and 
transportation.  In  addition  to  reductions  in  foster  care  costs,  the  division  has  also  implemented  measures  such  as  a  hiring 
freeze,  travel  reductions,  overtime  reductions,  and  a  freeze  on  equipment  purchases,  in  an  effort  to  reduce  the  projected 
general  fund  deficit.  To  date,  cost  reductions  to  mitigate  the  projected  deficit  have  only  been  implemented  in  the  CFSD. 
The  department  does  not  plan  to  reduce  services  to  beneficiaries  in  other  programs.  However,  if  necessary,  agency-wide 
administrative  cost  reductions  such  as  a  hiring  freeze  and  travel  reductions  may  be  implemented. 

In  addition  to  impacting  the  FY  2005  general  fund  expenditure  levels,  the  decrease  in  the  Title  IV-E  eligibility  rate  was 
not  included  in  the  budget  proposed  for  the  2007  biennium.  Currently,  CFSD  anticipates  that  a  greater  than  anticipated 
increase  in  the  foster  care  caseload,  combined  with  the  decrease  in  Title  IV-E  eligibility,  will  result  in  an  increased  general 
fund  requirement  for  the  2007  biennium  of  about  $  1 .4  million  when  compared  to  the  executive  budget. 

Department  staff  is  monitoring  Title  rV-E  eligibility  and  the  projected  general  fund  deficit  on  a  monthly  basis  and  has 
indicated  they  will  apprise  legislative  staff  of  the  status  of  this  issue  at  least  monthly. 

Child  Support  Enforcement 

The  executive  also  anticipates  a  FY  2005  shortfall  of  $857,058  in  the  CSED.  Because  these  funds  are  matched  with 
federal  funds  at  the  rate  of  $2  federal  for  each  state  $1  expended,  the  actual  potential  funding  impact  to  the  division  is 
about  $2.5  million.  Additional  general  fund  support  for  CSED  is  requested  because  state  special  revenue  funds  are  not 
expected  to  be  adequate  to  sustain  the  operations  of  the  division.  State  special  revenue  funds  supporting  CSED  come 
from  the  retention  of  a  share  of  child  support  collections  on  behalf  of  cash  assistance  recipients,  and  federal  incentive 
funds.  Both  sources  of  funds  have  been  declining  and  the  issue  of  funding  for  CSED  has  been  considered  by  the 
legislature  for  the  past  several  biennia.  For  a  discussion  of  CSED  funding  and  related  issues,  please  refer  to  the  program 
narrative  for  that  division. 

Summary  of  LFD  Budget  Analysis  Issues 

Total  Medicaid 

Medicaid  services  expenditures  total  $1.5  billion,  including  $330  million  general  fund,  in  the  2007  biennium.  Figure  3 
shows  the  Medicaid  services  base  budget  expenditures  compared  to  the  executive  budget  request  by  division  and  by  major 
Medicaid  service. 
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Figure  3 
2007  Biennium  Medicaid  Services  Budget  Request  Compared  to  FY  2004  Base  Budget* 


Division/Major  Service/Biennial  Total  FY  2004  Base 

Compounded  Rate  Incr. -General  Fund    General  Fund      Total  Funds 


FY  2006  Executive  Request 
General  Fund     Total  Funds 


FY  2007  Executive  Request 
General  Fund      Total  Funds 


%of 
Total 


Health  Resources* 

Hospital  Services 

Hospital  Utilization  Fee 

Pharmacy  Services 

Children's  Mental  Health  Services 

Indian  Health  Services 

All  Other  Services 
Subtotal  Health  Resources 

Senior  and  LongTenn  Care 

Nursing  Home  Services 

Intergovernmental  Transfer  -  NH** 

Home  Based  Services 

Community  Waiver  Services 
Subtotal  Senior  and  Long  Term  Care 

Disability  Services  Division 

MT  Develop.  Ctr.  Reimbursement 

Addictive  and  Mental  Disorders 
Total 


$25,797,781  $100,405,373    $49,839,188  $140,224,160    $57,324,207  $158,885,167 


0 
17,018,984 
12,432,654 

0 
13,504,375 


29,696,408 
70,857,702 
60,837,251 
26,652,410 
73,238,133 


0 
15,853,814 
12,601,971 

0 
14,403,245 


30,299,286 
66,339,230 
61,431,371 
36,232,971 
84,043,052 


0 
16,184,625 
12,812,420 

0 
14,821,547 


31,124,455 
67,529,105 
62,110,781 
42,246,203 
86,692,923 


$68,753,794     $361,687,277        $92,698,217    $418,570,070      $101,142,799     $448,588,635 


$26,603,976 

0 

6,195,731 

5.518.010 

$38,317,717 

13,457,879 
0 

5,088,665 


$98,562,217 

13,618,158 

22,845,912 

20.346.639 

$155,372,926 

58,152,072 
11,409,136 

29,863,249 


$29,490,548 

0 

6,054,708 

6,126,512 

$41,671,768 

17,820,899 
0 

8,034,497 


$121,069,496 
19,728,049 
24,829,587 
21,020,589 

$186,647,721 

63,023,073 
11,409,136 

35,661,198 


$30,319,160 

0 

6,436,031 

6,479,208 

$43,234,399 

17,761,100 
0 

8,451,793 


$121,372,169 
23,266,500 
25,647,542 
21,756,777 

$192,042,988 

62,523,072 
11,409,136 

36,520,690 


2007  Biennium  Increase  Over  Base  Budget  Expenditures 

FY  2004  General  Fund  Base 
Compounded  Annual  Growth  Rate 

FY  2004  General  Fund  Base  Adjusted  for  the  FY  2004  Temporary 
Enhanced  Federal  Match  Rate 
Compounded  Annual  Growth  Rate 


$125,618,055 
13% 

($14.006.344) 
$146,219,037 
8% 


$79,579,363     $233,426,399 


$125,618,055 
11% 


($14.006.344) 
$156,583,747 
8% 


21% 
4% 
9% 
8% 
6% 
12% 
60% 

16% 

3% 

3% 

3% 

26% 

8% 
2% 

5% 


$125,618,055     $616,484,660      $160,225,381    $715,311,198      $170,590,091      $751,084,521       100% 


•The  Health  Resources  Division  did  not  respond  to  requests  for  information  as  to  how  the  Medicaid  general  fund  match  rate  change,  and 
caseload  and  service  utilization  changes  were  allocated  among  Medicaid  services  that  it  administers.  The  Health  Resources  Division  budget 
request  lumps  nearly  all  the  changes  in  the  hospital  services  function,  which  overstates  the  change  in  that  Medicaid  service  and  understates 
the  change  in  all  other  services  except  Indian  Health  Services. 

"Medicaid  intergovernmental  transfer  ( 1GT)  programs  are  included  in  this  table.  The  legislature  appropriated  IGT  payments  as  one  time 
appropriations  in  the  event  that  the  federal  regulations  regarding  such  transfers  change.  Counties  provide  the  non  federal  match  required 
to  draw  down  the  maximum  allowable  Medicaid  payments  for  county  operated  hospitals  and  nursing  homes. 


The  total  biennial  increase  above  the  base  budget  is  $233  million  total  funds,  including  $80  million  general  fund.  The 
executive  request  for  general  fund  Medicaid  services  changes  comprises  75  percent  of  the  total  agency  general  fund 
change  ($107  million)  and  almost  29  percent  of  the  total  statewide  general  fund  change  ($228  million). 

Medicaid  services  administered  by  the  Health  Resources  Division  (HRD)  are  the  largest  component  of  the  total  Medicaid 
budget,  accounting  for  64  percent  of  total  expenditures.  HRD  administers  state  plan  services,  or  the  basic  medical 
services  including  hospital,  pharmacy,  physicians,  durable  medical  equipment,  and  other  services. 


LFD 
COMMENT 


Executive  budget  Does  not  Allocate  Budget  Increase  in  Health  Resources  Division  (HRD)  Among 
Medicaid  Services  -  The  executive  budget  was  constructed  showing  base  budget  expenditures  for 
Medicaid  by  each  major  type  of  service  administered  by  HRD.  However,  the  2007  biennium 
increase  for  caseload  and  service  utilization  increases  as  well  as  funding  changes  due  to  the  increase  in  state  Medicaid 
matching  rates  was  allocated  almost  entirely  to  hospital  services.  LFD  staff  requested  that  HRD  provide  the  executive 
budget  allocation  by  type  of  service,  but  HRD  did  not  provide  the  information.  The  table  reflects  the  executive  request, 
but  it  is  misleading,  especially  with  respect  to  hospital  and  pharmacy  services.  Some  of  the  increase  allocated  to 
hospitals  should  be  spread  among  all  other  service  components  listed  in  Figure  3,  except  Indian  Health  Services. 
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The  Senior  and  Long  Term  Care  Division  (SLTC)  administers  Medicaid  services  for  the  aged  and  physically  disabled, 
including  nursing  home,  home  based  services,  and  a  home  and  community  based  waiver  program,  which  in  total  account 
for  26  percent  of  total  Medicaid  service  costs.  Home  based  services  are  an  entitlement,  meaning  that  any  Medicaid 
eligible  person  can  receive  the  service  as  long  as  it  is  medically  necessary.  Home  based  services  include  personal 
assistance  services,  certified  home  health  care  (physical,  occupational,  and  speech  therapies,  and  skilled  nursing  services), 
and  hospice  services.  Waiver  services  are  not  entitlement  services  and  require  special  federal  authorization  to  "waive" 
certain  mandatory  federal  requirements.  SLTC  waiver  services  include  assisted  living,  case  management  services, 
traumatic  brain  injury  services,  home  modifications,  and  assistive  technology  (equipment,  such  as  automatic  door  openers, 
that  are  not  covered  by  regular  Medicaid  state  plan  services). 

Nursing  home  services  comprise  16  percent  of  the  total  FY  2007  Medicaid  budget  request,  and  rise  to  19  percent  when 
intergovernmental  transfer  (IGT)  payments  are  added  in.  IGT  payments  are  governed  by  federal  rule.  County  nursing 
homes  can  send  in  county  funds  to  draw  down  additional  federal  Medicaid  matching  payments  to  increase  nursing  home 
rates.  IGT  payments  must  not  be  diverted  to  fund  unauthorized  uses,  such  as  road  maintenance. 

The  Disability  Services  Division  administers  a  Medicaid  home  and  community  based  waiver  serving  developmental ly 
disabled  individuals  (adults  and  children)  and  the  Montana  Developmental  Center,  which  receives  Medicaid 
reimbursement  for  services  provided  by  the  institution.  The  executive  budget  includes  requests  for  increased  Medicaid 
expenditures  for  the  home  and  community  based  waiver  to  support  the  movement  of  individuals  from  the  institution  to 
community  services  and  to  serve  individuals  currently  on  the  waiting  list  for  services.  This  service  delivery  system  is 
currently  in  the  process  of  a  significant  system  redesign  of  Medicaid  funded  services.  A  number  of  issues  related  to  this 
redesign  are  discussed  briefly  later  in  this  agency  narrative  and  in  more  detail  in  the  program  narrative  for  the  DSD. 

The  Disability  Services  Division  also  administers  the  Montana  Developmental  Center,  which  bills  and  receives  Medicaid 
reimbursement  for  services  provided  at  the  institution.  Medicaid  reimbursements  for  institutional  services  are  first  used  to 
repay  bond  debt  with  the  balance  after  the  bond  repayment  being  deposited  to  the  general  fund  as  revenue.  While  the 
executive  budget  maintains  Medicaid  reimbursements  for  these  institutional  services  at  a  constant  level,  it  is  likely  that 
this  reimbursement  will  decrease  due  to  the  decline  in  the  number  of  individuals  served  at  the  institution  in  Boulder  and 
the  changing  nature  of  individuals  committed  to  this  institution.  It  is  likely  that  some  of  the  individuals  committed  to  the 
facility  under  criminal  statutes  may  not  be  eligible  for  Medicaid  reimbursement  of  services. 

Addictive  and  Mental  Disorders  administers  Medicaid  outpatient  chemical  dependency  services  and  mental  health 
services  for  adults,  which  is  the  smallest  portion  of  the  FY  2007  executive  request  (5  percent  of  the  total). 

General  Fund  Growth  of  Medicaid 

The  executive  general  fund  Medicaid  budget  request  for  the  2007  biennium  increases  $79  million  compared  to  the  FY 
2004  base  budget.  The  compounded  annual  rate  of  growth  is  1 3  percent  from  FY  2004  to  FY  2006  and  drops  slightly  to 
1 1  percent  from  FY  2004  to  FY  2007.  General  fund  support  for  Medicaid  grows  for  two  reasons:  1)  federal  match  rate 
changes;  and  2)  increases  in  the  number  of  persons  eligible  and  service  utilization. 

Federal  Medicaid  Match  Rate  Changes 

Federal  match  rate  changes  cause  Medicaid  general  fund  costs  to  grow  $53  million  and  other  programs  with  matching 
rates  tied  to  the  Medicaid  rate,  $2  million,  over  base  budget  expenditures.  Each  1  percent  change  in  the  federal  match  rate 
causes  a  $5  million  change  in  state  matching  funds.  Figure  4  shows  the  two  components  of  the  match  rate  change:  1 )  a 
temporary  increase  in  FY  2004;  and  2)  increases  for  annual  adjustments  during  the  2007  biennium. 
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Figure  4 

General  Fund  Increase  due  to  Federal  Medicaid  Rate  Change 


Service/Division 


FY  2006 


FY  2007 


Loss  of  Enhanced  Federal  Match  in  FY  2004: 
Health  Resources  Division* 
Nursing  Homes  -  Senior/Long  Term  Care 
Developmental  Disabilities  -  Disability  Srvs 
Mental  Health  -  Addictive/Mental  Disorders 
Home  Based  Services  -  Senior/Long  Term  Cr 
Waiver  Services  -  Senior/Long  Term  Care 
Subtotal 

Annual  Adjustment  in  Federal  Match  Rate: 
Health  Resources  Division* 
Nursing  Homes  -  Senior/Long  Term  Care 
Developmental  Disabilities  -  Disability  Srvs 
Mental  Health  -  Addictive/Mental  Disorders 
Home  Based  Services  -  Senior/Long  Term  Cr 
Waiver  Services  -  Senior/Long  Term  Care 
Foster  Care  &  Subsidized  Adopt  -  CFSD** 
Children's  Health  Insurance  (CHIP)** 
Subtotal 

Total  General  Fund  Increase 
Due  to  FMAP  Changes 

Biennium  Total 


♦Health  Resources  Division  did  not  allocate  the  Medicaid  match  rate 
change  among  Medicaid  services  that  it  administers.  LFD  requested 
such  information  but  did  not  receive  a  response  from  the  division. 

"Foster  care,  subsidized  adoption,  and  CHIP  are  not  Medicaid  services, 
but  the  federal  match  rates  are  used  in  those  programs.  The  federal 
match  rate  for  CHIP  is  based  on  a  percentage  of  the  federal  Medicaid 
match  rate. 


$7,504,153 

$7,504,153 

2,972,470 

2,972,470 

1,726,793 

1,726,793 

725,924 

725,924 

569,730 

569,730 

507,274 

507,274 

$14,006,344 

$14,006,344 

$6,189,028 

$8,045,737 

2,447,917 

3,182,292 

1,140,119 

1,561,844 

547,120 

711,256 

490,189 

615,730 

417,755 

543,081 

265,392 

375,104 

195,245 

269,383 

$11,692,765 

$15,304,427 

$25,699,109 

$29,310,771 

$55,009,880 

The  FY  2004  base  budget  general  fund  expenditures  were  about 
$14  million  lower  due  to  a  temporary  2.95  percent  increase  in 
the  federal  Medicaid  match  rate,  authorized  as  part  of  federal 
fiscal  relief  in  the  Jobs  and  Growth  Tax  Relief  Reconciliation 
Act  of  2003.  Additionally,  about  $4  million  was  reverted  to  the 
general  fund  in  FY  2003  due  to  this  temporary  increase  in  the 
federal  Medicaid  match  rate. 

The  annual  adjustments  in  the  federal  Medicaid  match  rate  are 
determined  based  on  changes  in  state  per  capita  income 
compared  to  the  national  per  capita  income.  The  general  fund 
cost  increase  due  to  annual  Medicaid  match  rate  adjustments 
during  the  2007  biennium  is  $27  million.  Foster  care  services, 
including  subsidized  adoption,  as  well  as  the  Children's  Health 
Insurance  Program  (CHIP)  are  included  in  the  table  because 
federal  match  rates  for  those  programs  are  the  same  as  or  linked 
to  federal  Medicaid  match  rate  changes.  The  temporary  match 
rate  increase  in  FY  2004  did  not  apply  to  foster  care  or  CHTP 
services. 


Figure  5  shows  the  Medicaid  and  foster 
care  services  state  matching  rate  from 
FY  2004  through  the  estimate  FY  2007 
rate.  The  CHIP  match  rate  is  a  percent 
of  the  federal  Medicaid  match. 


The  number  of  persons  eligible  for  Medicaid  each  month  from  December  2002  through  November 
2004  is  shown  in  Figure  6.  The  number  has  gradually  increased  over  that  time  period,  rising  from 
slightly  fewer  than  80,000  per  month  to  about  83,000.  However,  over  a  full  year  there  are  about 
1 1 0,000  persons  eligible  for  Medicaid. 


Figure  5 

State  Match  Rates 

by  State  Fiscal  Year 

Year       Medicaid*    CHIP 

2004  24.24    18.99 

2005  28.04   19.50 

2006  29.29   20.38 

2007  29.92        20.91 
•Match  rates  for  foster 
care  and  developmental 
disability  services  vary 
slightly  (about  0.07  percent) 


Figure  6 
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Children  represent  more  than  half  the  number  of  eligibles.  However,  the  cost  to  cover  children,  unless  they  are  disabled, 
is  relatively  inexpensive. 
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LFD  Staff  Policy  Issues 

There  are  several  important  policy  issues  affecting  DPHHS.  Some  are  over  arching  policy  issues  that  impact  more  than 
one  division  in  DPHHS,  while  some  issues  are  significant  changes  within  a  service  system. 

Medicaid  Redesign 

The  2003  Legislature  adopted  HJ  13,  which  requested  that  the  Department  of  Public  Health  and  Human  Services 
(DPHHS)  undertake  a  study  that  would  examine  the  various  options  available  for  redesigning  the  Montana  Medicaid 
program,  the  Mental  Health  Services  Plan  (MHSP),  the  state  Children's  Health  Insurance  Program  (CHIP),  and  other 
health  programs  administered  by  the  department.  HJ  13  also  requested  that  DPHHS  involve  tribes  in  the  redesign  process, 
report  periodically  to  legislative  interim  committees,  and  prepare  a  report  for  the  2005  Legislature  outlining  options  that 
may  be  undertaken  to  redesign  the  health  programs  administered  by  DPHHS. 

The  Governor  appointed  a  20-member  advisory  council  (Governor's  Health  Care  Advisory  Council),  which  met  several 
times  and  made  1 8  recommendations,  including  the  recommendation  to  statutorily  require  review  on  the  progress  toward 
implementation  of  redesign  recommendations. 

DPHHS  adopted  all  but  one  recommendation  and  is  preparing  legislative  and  budget  requests  for  the  2005  session.  This 
summary  of  the  redesign  proposals  is  based  on  data  available  in  November  2004.  Some  details  may  change  when  the 
proposal  is  submitted  for  legislative  review  in  January  2005. 

HIFA  Waiver 

One  of  the  most  important  fiscal  and  programmatic  components  of  the  redesign  recommendations  is  the  Health  Insurance 
Flexibility  and  Accountability  (HIFA)  waiver.  This  type  of  waiver  was  promulgated  by  the  Bush  administration  and  does 
not  exist  in  federal  rule  or  in  Title  XDC  of  the  Social  Security  Act.  A  HIFA  waiver  must: 

•  Include  an  expansion  of  health  care  benefits  for  the  uninsured 

•  Include  a  public/private  partnership 

•  Be  cost  neutral  over  the  five  year  life  of  the  waiver  (i.e.  cost  no  more  in  federal  Medicaid  funds  than  would  have 
been  paid  without  the  waiver) 

Use  of  Existing  State  Funds  to  Leverage  More  Federal  Medicaid  Match  and  Expand  Health  Care  Services 

The  HIFA  waiver  under  consideration  by  DPHHS  would  "refinance"  1 00  percent  state  funded  services  by  including  those 
services  and  persons  eligible  for  such  services  in  the  state  Medicaid  program,  and  using  the  state  funds  for  those  programs 
as  state  match  to  draw  down  additional  federal  Medicaid  funds.  The  current  proposal  anticipates  using  between  $3.3  and 
$5.3  million  in  state  funds  to  generate  an  additional  $8  to  $12  million  in  federal  Medicaid  funds  for  additional  health 
services. 

The  executive  proposal  would  move  portions  of  the  services  provided  by  and  the  funding  for  the  Mental  Health  Services 
Plan  (MHSP)  and  the  Montana  Comprehensive  Health  Association  (MCHA)  into  the  HIFA  waiver.  MHSP  provides 
prescription  drugs  and  some  other  services  to  adults  with  a  serious  and  disabling  mental  illness  who  have  incomes  under 
150  percent  of  the  federal  poverty  level.  The  MCHA  provides  insurance  or  premium  assistance  to  some  persons  who 
have  been  denied  health  insurance  coverage. 

Use  of  Tobacco  Settlement  Proceeds 

The  source  of  state  funding  for  each  of  these  programs  is  tobacco  settlement  proceeds.  MCHA  receives  a  portion  of 
tobacco  settlement  revenue  allocated  by  1 7-7-606,  MCA. 

MHSP  is  funded  with  general  fund  and  the  executive  proposal  for  the  2007  biennium,  with  tobacco  settlement  proceeds 
reallocated  from  tobacco  prevention  and  control. 

The  2003  Legislature  authorized  a  one-time  diversion  of  tobacco  settlement  proceeds  from  tobacco  control  and  prevention 
activities  to  continue  a  number  of  programs,  including  MHSP,  slated  for  elimination  or  reduction  by  the  Governor  during 
the  2005  biennium.  The  2007  biennium  executive  proposal  makes  this  temporary  funding  shift  permanent. 
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HIFA  Waiver  Health  Services  Expansion 

The  expansion  of  health  services  in  the  HIFA  waiver  includes: 

•  MHSP  -  add  physical  health  benefit  and  "refinance"  prescription  costs  for  two-thirds  of  MHSP  recipients  without 
other  health  insurance 

•  MCHA  -  expand  premium  assistance  program  and/or  raise  premium  assistance  (recently  declined  from  55  percent 
to  45  percent) 

•  Add  services  for  up  to  300  children  with  serious  emotional  disturbance  (SED)  transitioning  to  adult  services 

•  Expand  CHIP  type  coverage 

•  Expansion  potentially  funded  with  Medicaid  funds  rather  than  using  federal  CHIP  grant 

•  Number  of  additional  children  to  be  served  undetermined  at  this  time 

•  Assistance  for  low-income  working  adults  transitioning  off  Medicaid 

•  Number  of  additional  adults  to  be  served  undetermined  at  this  time 

•  Sometime  within  the  five-year  life  of  waiver,  partnership  with  employers  for  premium  assistance 


LFD 
ISSUE 


CHIP. 


Equal  Protection  Issue  -  The  legislature  may  wish  to  request  a  legal  opinion  on  whether  the  anticipated 
expansion  of  CHIP  coverage  for  children  by  using  federal  Medicaid  funds  could  create  an  equal  protection 
issue.  The  equal  protection  issue  arises  with  respect  to  the  types  of  mental  health  services  available  to 
children  eligible  for  Medicaid  services  compared  to  mental  health  services  available  to  children  eligible  for 


During  the  2003  biennium,  DPHHS  limited  access  to  some  Medicaid  funded  mental  health  services  to  children  who  are 
seriously  emotionally  disturbed  (SED).  So  non  SED  children  eligible  for  Medicaid,  including  children  in  foster  care,  do 
not  have  routine  access  to  mental  health  services  including  outpatient  counseling,  care  coordination,  or  case  management. 

CHIP  includes  coverage  of  some  mental  health  services,  including  outpatient  counseling,  for  all  eligible  children.  (The 
executive  budget  also  includes  a  proposal  to  expand  CHIP  coverage  for  SED  children  who  exceed  regular  CHIP  plan 
mental  health  service  limits). 

The  potential  equal  protection  concern  is  that  higher  income  children  in  a  component  of  the  Medicaid  program  will  have 
routine  access  to  some  mental  health  services  and  that  lower  income  children,  some  with  potential  mental  health  issues 
due  to  abuse,  neglect,  and  removal  from  their  family,  will  not  have  access  to  the  same  level  of  benefits. 

Options 

The  legislature  could  request  a  legal  opinion  as  to  the  validity  of  this  issue.   If  there  are  equal  protection  concerns,  the 

legislature  could  consider  requesting  the  agency  offer  suggestions  as  to  how  to  resolve  the  issue  including  potentially: 

•  Offering  the  regular  CHIP  mental  health  benefit  for  all  Medicaid  children  who  are  not  SED 

•  Removing  mental  health  benefits  for  CHIP  eligible  children  unless  they  are  SED 

•  Funding  the  CHIP  expansion  with  federal  CHIP  funds  only 


Cost  Neutrality  for  Federal  Government 

All  waivers  of  federal  Medicaid  regulations  must  be  cost  neutral  to  the  federal  government,  meaning  that  over  the  lifetime 
of  the  waiver,  the  federal  Medicaid  cost  must  be  no  greater  than  it  would  have  been  without  the  waiver.  The  DPHHS 
proposal  must  be  cost  neutral  over  a  five  year  time  period.  If  it  is  not,  the  state  must  repay  excess  costs  to  the  federal 
government.  Cost  neutrality  considerations  have  constrained  some  of  the  proposed  HIFA  expansions. 

At  this  point  in  time,  DPHHS  will  be  allowed  to  use  cost  savings  generated  by  an  existing  waiver  that  allows  Montana  to 
offer  a  "basic"  package  of  Medicaid  services  to  adults  in  the  FAIM  program,  rather  than  all  federally  required  Medicaid 
services.  Additional  cost  neutrality  components  of  the  proposed  waiver  rely  on  the  "logic"  that  Montana  could  have  made 
other  groups  eligible  for  full  Medicaid,  but  chose  to  limit  benefits  thereby  saving  federal  funds.  Finally,  there  will  be  a 
per  person  per  month  cap  on  the  growth  in  Medicaid  costs  for  populations  covered  by  the  waiver.  If  cost  growth  exceeds 
this  cap,  then  service  reductions  or  other  changes  in  the  waiver  could  be  made  to  ensure  cost  neutrality. 
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Other  Major  Redesien  Proposals 

There  are  several  other  redesign  proposals  that  will  come  before  the  legislature  in  January.  While  the  HIFA  proposal  is 
the  most  complex,  other  proposals,  including  additional  Medicaid  waiver  proposals,  are  significant  policy  issues  for 
legislative  consideration. 

Waiver  of  "Deeming" 

DPHHS  will  request  a  waiver  of  deeming,  which  means  that  parental  income  and  assets  are  not  considered  in  determining 
whether  a  child  is  eligible  for  Medicaid.  Montana  already  has  two  such  waivers.  One  provides  services  to  children  who 
are  developmentally  disabled  and  the  other  provides  services  to  children  who  are  physically  disabled.  The  proposed  third 
waiver  would  be  used  to  provide  services  to  seriously  emotionally  disabled  (SED)  children. 

All  children  in  these  waivers  are  entitled  to  regular  medical  state  plan  Medicaid  services.  In  addition,  the  waiver  allows 
home  and  community  based  services  that  are  not  typically  covered  by  Medicaid.  For  example,  respite  services  for  parents 
who  care  for  disabled  children  can  be  covered  in  a  waiver. 

This  proposal  would  also  establish  some  type  of  cost  share  for  families,  based  on  their  ability  to  pay.  The  cost  sharing 
would  be  applied  to  all  waivers  and  not  just  the  new  proposal  to  cover  SED  children. 

Look  Back  Period  for  Medicaid  Eligibility 

States  are  required  by  federal  regulations  to  review  transfers  of  assets  for  three  years  previous  to  the  application  for 
Medicaid  eligibility.  Certain  asset  transfers  made  to  artificially  impoverish  a  Medicaid  applicant  are  illegal.  This 
proposal  would  request  federal  approval  to  extend  the  look  back  period  to  five  years  rather  than  three. 

Asset  transfers  are  usually  considered  in  conjunction  with  estate  planning  in  order  to  protect  family  assets.  Since  nursing 
home  services  can  quickly  deplete  assets,  some  persons  shift  the  costs  of  their  long-term  care  to  Medicaid.  The  average 
Medicaid  cost  for  a  person  in  a  nursing  home  is  $36,000  per  year,  not  including  one-time  rate  enhancements. 

Dollar  for  Dollar  Waiver 

DPHHS  is  also  considering  a  dollar  for  dollar  waiver  that  allows  persons  who  purchase  long-term  care  insurance  to  retain 
assets  when  eligibility  for  Medicaid  nursing  care  services  is  considered.  Under  this  concept,  an  amount  of  resources  equal 
to  the  value  of  insurance  paid  out  to  the  individual  is  disregarded  in  Medicaid  eligibility  determination.  For  instance,  if 
the  individual  were  to  receive  $10,000  of  long-term  care  insurance  payout,  $10,000  of  assets  would  be  disregarded  in 
determining  financial  eligibility. 

Health  Education 

The  Medicaid  redesign  recommendations  include  two  recommendations  related  to  education.  One  proposal  recommends 
general  public  education,  including  education  aimed  at  helping  students  understand  good  health  practices.  The  second 
proposal  centers  on  education  about  long-term  care  and  planning  for  such  services. 

Family  Planning  Waiver 

DPHHS  is  reviewing  whether  to  propose  a  family  planning  waiver  that  can  expand  services  to  more  low-income  persons 
at  a  90  percent  federal  match  rate.  Services  that  can  be  included  in  such  a  waiver  are  prenatal  care,  delivery,  and  medical 
costs  for  the  mother,  and  ongoing  health  care  for  the  child.  The  mix  of  services  and  timing  of  the  delivery  of  those 
services  has  not  been  finalized. 

Waiver  to  "Sever"  Indian  Health  Services  (IHS)  from  State  Medicaid  Plan 

IHS  is  reimbursed  with  100  percent  federal  funds  for  Medicaid  covered  services  provided  to  Medicaid  eligible  persons. 
However,  only  services  allowed  by  the  Montana  Medicaid  state  plan  are  eligible  for  reimbursement. 

During  the  2003  biennium  there  were  several  changes  to  the  state  Medicaid  plan  that  eliminated  certain  services  from  the 
state  plan  in  order  to  avoid  cost  over  runs  and  to  limit  general  fund  costs.  Those  actions  also  eliminated  Medicaid 
reimbursement  to  EHS  for  those  services. 
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DPHHS  will  attempt  to  sever  the  link  between  the  Medicaid  state  plan  and  Medicaid  eligible  reimbursement  for  IHS 
services  for  the  following  reasons: 

•  IHS  Medicaid  reimbursement  is  100  percent  federal 

•  Limiting  or  eliminating  coverage  of  certain  Medicaid  services  can  shift  the  cost  to  limited  IHS  funds 

•  Avoidance  of  higher  cost  state  plan  services  received  at  non  HIS  facilities,  which  are  partially  state  funded 

Develop  Transportation  Brokerage  Pilot  Project 

DPHHS  is  developing  a  pilot  project  to  determine  whether  persons  can  be  well  served  and  costs  contained  by  coordinating 
travel.  In  some  instances,  there  may  be  several  persons  traveling  from  and  to  the  same  place  on  the  same  day.  Since 
some  or  all  travel  costs  can  be  born  by  DPHHS  programs,  coordination  may  provide  efficiencies.  The  pilot  project  will  be 
implemented  in  a  region  of  the  state  and  depending  on  results  could  be  extended  to  other  or  all  parts  of  the  state. 

Other  Recommendations 

There  are  several  other  redesign  recommendations  including: 

1)  Enhance  third  party  collections  -  DPHHS  will  undertake  efforts  to  determine  whether  Medicaid  costs  for 
some  persons  can  be  partially  or  fully  offset  by  other  insurance  coverage  that  those  persons  may  have  such  as 
private  insurance  and  Medicare. 

2)  Develop  a  strategic  plan  for  adult  mental  health  services  -  The  redesign  process  emphasized  the  need  for  and 
commitment  to  a  long-term  strategic  plan  for  adult  mental  health  services. 

3)  Medicaid  eligibility  field  review  -  DPHHS  is  initiating  a  review  of  Medicaid  eligibility  determination  to 
ensure  that  field  staff  applies  Medicaid  eligibility  criteria  consistently  and  according  to  state  and  federal 
policies. 

4)  Implement  pharmacy  cost  containment  -  DPHHS  is  undertaking  several  measures  to  reduce  pharmacy  cost 
growth,  including  actions  such  as: 

•  Adopting  a  preferred  drug  list  and/or  seeking  a  federal  waiver  to  require  higher  co-payments  for  equally 
effective,  but  higher  cost,  drugs 

•  Examining  the  potential  of  developing  an  evidence-based  drug  program  to  work  in  coordination  with  the 
preferred  drug  list 

•  Exploring  the  feasibility  of  developing  a  state  drug  discount  program 

•  Examining  the  potential  for  re-importation  of  drugs  from  other  countries 

•  Pending  the  request  of  IHS  or  the  tribes,  seek  mechanisms,  including,  if  necessary,  a  1915(b)  freedom  of 
choice  waiver,  to  insure  that  IHS-eligible  Medicaid  participants  on  reservations  can  have  their 
prescriptions  filled  at  IHS  or  tribal  facilities 

Legislation  for  Redesign 

Four  bill  draft  requests  have  been  submitted  to  implement  components  of  Medicaid  redesign. 

LC  028 1  -When  considering  changes  to  the  Medicaid  policy  or  services  requires  DPHHS  and  the  legislature  to  consider: 

•  Protecting  those  persons  who  are  most  vulnerable  and  most  in  need,  as  defined  by  a  combination  of  economic 
security  and  medical  circumstances 

•  Giving  preference  to  the  elimination  of  an  entire  Medicaid  program  or  service,  rather  than  sacrifice  the  quality  of 
care  for  several  programs  or  services  through  dilution  of  funding 

•  Giving  priority  to  retaining  those  service  that  protect  life,  alleviate  severe  pain,  and  prevent  significant  disability 

LC  0290  -  Home  and  community  based  services  waiver  guidelines  including: 

•  Allowing  such  waivers  for  persons  with  mental  illness 

•  Allowing  DPHHS  to  determine  methods  of  reimbursement  for  waiver  services 

•  Rewording  existing  statutes  to  enhance  organization  and  clarity 

LC  219  -  Authorization  for  DPHHS  to  require  recipients  of  home  and  community  based  Medicaid  services  to  share  in  the 
cost  of  services  based  on  their  ability  to  pay  with  specific  directive  to  review  parental  ability  to  pay  if  the  Medicaid 
recipient  is  under  the  age  of  1 8. 
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LC  0292  -  Generally  allows  DPHHS  to  pursue  a  HEFA  waiver  as  summarized  in  the  beginning  of  this  narrative 

LC  0293  -  Authorization  for  DPHHS  to  request  a  Medicaid  waiver  for  SED  children 


Medicaid  Redesign  Cost  Impact  and  Legislation  -  Several  of  the  Medicaid  redesign  proposals  could  reduce 
Medicaid  service  costs,  or  at  least  defer  the  onset  of  costs.  Cost  savings  could  occur  in  a  number  of  areas. 
For  instance,  requiring  a  cost  share  for  children  in  a  Medicaid  home  and  community  based  waiver  service 
whose  families  have  income  and  resources  in  excess  of  regular  Medicaid  standards  will  help  offset  costs. 
Serving  SED  children  in  their  own  family  and  community  can  negate  or  shorten  the  need  for  higher  cost  out  of  home 
placements  that  might  be  paid  by  Medicaid.  Requiring  all  Medicaid  ineligible  asset  transfers  to  occur  prior  to  five  years 
of  application  for  Medicaid  benefits  and  implementing  a  dollar  for  dollar  waiver  could  help  lower  nursing  home  costs. 
Additionally,  the  use  of  the  dollar  for  dollar  waiver  should  help  support  development  of  better  private  long-term  care 
insurance  products.  Providing  a  limited  physical  health  benefit  for  Mental  Health  Services  Plan  (MHSP)  clients  could 
improve  their  overall  health  status  with  potential  benefits  for  treatment  of  their  mental  illness. 

However,  estimating  any  cost  savings  would  be  extremely  difficult  and  fraught  with  the  potential  for  error.  The 
legislature  may  not  be  able  to  quantify  the  benefits  of  the  Medicaid  redesign  proposal  in  monetary  terms. 

Most  of  the  waiver  proposals  included  in  Medicaid  redesign  would  be  authorized  through  legislation.  However,  in  order 
to  meet  pre-introduction  deadlines,  some  of  the  draft  bills  include  a  broad  delegation  of  legislative  authority.  The 
legislature  may  wish  to  request  that  DPHHS  flesh  out  waiver  proposals  so  that  the  legislature  can  ensure  that  its  policies 
and  direction  are  reflected  in  any  authorization  it  grants  to  the  department. 


Developmental  Disabilities  Redesign 

The  findings  from  a  Center  for  Medicare  and  Medicaid  (CMS)  review  and  conditions  of  the  settlement  agreement  in  the 
case  commonly  known  as  Travis  P.  are  primary  catalysts  for  a  number  of  changes  that  are  underway  in  the 
Developmental  Disabilities  (DD)  service  system.  This  system  is  in  the  process  of  significant  system  change  and 
evolution.  Some  individuals  knowledgeable  of  the  changes  have  equated  them  to  implementation  of  mental  health 
managed  care  as  a  reference  point  for  others  to  conceptualize  the  significance  of  these  changes  to  the  system.  Among  the 
primary  system  changes  that  will  be  implemented  are: 

•  Resource  allocation  -  The  process  for  allocation  of  the  available  funding  among  service  recipients  will  change.  A 
uniform  method  will  be  used  statewide  for  adults  and  children  over  the  age  of  six  who  are  enrolled  in  home  and 
community  based  waiver  services 

•  Provider  rates  -  Provider  reimbursement  will  be  based  upon  a  published  fee  schedule  and  will  be  uniform 
statewide,  rather  than  based  upon  individually  negotiated  contracts 

•  Provider  billing  -  Providers  will  invoice  based  upon  the  service  and  volume  of  service  units  provided  to  a  specific 
client,  rather  than  billing  each  month  for  one-twelfth  of  a  contracted  amount 

The  changes  currently  being  planned  in  the  DD  system  impact  most  DD  system  stakeholders  including  consumers, 
consumer  families,  providers,  and  the  department.  Additionally,  as  planning  is  undertaken  for  these  changes  review, 
discussion,  and  change  of  policies  occur.  There  are  a  number  of  significant  policy  issues  under  discussion  within  the 
department.  Some  of  the  policy  decisions  being  made  (which  are  discussed  in  more  detail  in  the  program  narrative  for  the 
Disability  Services  Division)  include: 

•  Assumptions,  including  direct  care  wage  rates,  employee  benefit  ratio,  program  administrative  costs,  and  general 
administrative  costs,  used  as  the  basis  to  establish  the  proposed  published  rate  schedule 

•  Changes  in  screening  criteria  determining  which  individual  is  selected  to  enter  services 

•  Timing  of  and  proposed  phase-in  of  implementation  of  changes 

The  department  does  not  segregate  elements  of  the  system  redesign  between  those  necessary  to  comply  with  federal 
Medicaid  requirements  and  those  necessary  to  comply  with  the  settlement  agreement  in  the  Travis  D.  litigation.  The 
elements  necessary  to  achieve  both  goals  are  intertwined.  Thus,  the  legislature  will  see  few  if  any  budgetary  or  policy 
proposals  that  are  specifically  attributable  to  one  or  the  other  objective. 
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Another  significant  issue  related  to  the  DD  system  has  to  do  with  the  provision  of  services  identified  in  an  individual's 
plan  of  care.  CMS  had  indicated  their  expectation  that  an  individual  will  receive  all  of  the  services  identified  as  necessary 
and  included  in  the  individual  client's  plan  of  care.  This  expectation  poses  a  philosophical  difference  with  how  Montana 
has  historically  administered  this  program.  Historically,  the  program  has  been  administered  in  a  manner  that  attempts  to 
provide  services  to  as  many  individuals  as  possible  even  if  that  means  that  only  some  of  the  needs  identified  in  the 
individual  client's  plan  of  care  are  met.  This  philosophical  difference  and  CMS  citation  of  this  issue  as  a  concern  place 
the  state  at  risk  for  financial  penalties  related  to  non-compliance  with  Medicaid  requirements  and  to  increase  the  financial 
resources  to  a  level  that  assures  that  all  of  the  services  identified  in  the  individual  client's  plan  of  care  are  provided. 
While  no  estimate  of  the  costs  to  comply  with  this  federal  Medicaid  requirement  is  available,  it  is  anticipated  that  millions 
of  dollars  of  additional  funding  would  be  needed  to  address  this  issue. 

In  addition  to  the  system  redesign  that  focuses  on  resource  allocation  and  provider  reimbursement,  the  DD  system  is  also 
experiencing  changes  in  the  institutional  population.  The  population  being  served  includes  individuals  criminally 
committed  to  the  facility  as  well  as  those  committed  under  civil  procedures.  Department  staff  reports  that  in  general,  the 
population  being  served  is  becoming  more  complex  due  to  behavioral  issues  and  in  some  cases  intensive  medical  needs. 
The  mix  of  client  needs  also  adds  to  management  complexity  because  it  is  not  always  appropriate  or  desirable  for  some 
groups  of  clients  to  mix.  For  example,  some  individuals  under  criminal  commitment  may  need  a  secure  setting  and  are 
not  appropriately  housed  with  individuals  with  severe  medical  needs.  Concerns  of  this  nature  have  lead  the  department  to 
request  funding  (through  the  long  range  building  plan)  to  modify  buildings  on  the  campus  to  facilitate  the  varying  needs  to 
the  current  population.  The  legislature  may  wish  to  pursue  further  study  of  the  issues  related  to  the  changes  in 
institutional  population  including  the  need  for  a  more  correctional  type  model  of  service  for  individuals  criminally 
committed.  Additional  discussion  of  issues  related  to  the  institution  population  at  the  Montana  Developmental  Center  is 
included  in  the  program  narrative  for  the  Disability  Services  Division. 

Medicare  Modernization  Act  (MMA) 

The  federal  Medicare  Prescription  Drug,  Improvement,  and  Modernization  Act  of  2003  (MMA)  was  signed  into  law  in 
December  2003.  The  most  significant  change  due  to  passage  of  the  MMA  is  the  addition  of  an  outpatient  prescription 
drug  benefit  (Part  D)  for  Medicare  beneficiaries,  which  is  one  of  the  most  fundamental  changes  to  Medicare  in  recent 
history.  Despite  state  and  federal  implementation  issues,  outpatient  drug  assistance  is  a  significant  benefit  for  Medicare 
beneficiaries.  To  date,  there  are  many  undefined  aspects  of  the  MMA,  including  the  underlying  data  needed  to  calculate 
the  fiscal  effects. 

The  Part  D  benefit  will  be  implemented  January  1,  2006,  so  MMA  requirements  for  state  administrative  duties,  payments 
for  retiree  coverage,  and  cost  sharing  will  be  effective  for  three  quarters  of  the  2007  biennium.  The  2005  Legislature  will 
deal  with  several  impacts  of  the  MMA  that  are  common  to  all  states.  At  this  point,  it  is  not  possible  to  tell  whether 
Montana  will  experience  a  net  gain  or  loss  in  general  fund  costs  due  to  offsetting  aspects  of  the  MMA,  and  it  is  not 
evident  how  fiscal  and  policy  issues  associated  with  the  MMA  will  be  addressed  in  the  executive  budget  request  or 
legislative  package. 

Impacts  to  States 

The  major  state  fiscal  and  public  policy  issues  are: 

General  fund  savings  due  to  federal  assumption  of  prescription  costs  for  some  Medicare  eligible  persons  currently 

eligible  for  and  receiving  Medicaid  or  Mental  Health  Services  Plan  (MHSP)  prescription  drug  benefits 

General  fund  cost  of  state  payments  to  the  federal  government  for  the  Medicaid  drug  cost  savings  (the 

"clawback") 

Increased  Medicaid  costs  due  to  new  enrollees  discovered  during  Part  D  outreach  (the  "wood  work  effect") 

General  fund  costs  if  the  state  opts  to  provide  a  "wrap  around"  benefit  for  potential  or  known  Medicare 

prescription  coverage  gaps 

Administrative  and  workload  impacts  to  provide  low-income  eligibility  determination,  beneficiary  education, 

grievance  resolution,  and  coordination  with  the  Social  Security  Administration 

Potential  for  federal  reimbursement  of  28  percent  of  allowable  costs  for  state  health  plan  insurance  coverage  for 

drugs  for  Medicare  eligible  employees  and  retirees 
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Cost  Savings 

The  MMA  expanded  Medicare  to  provide  an  outpatient  drug  benefit  to  Medicare  beneficiaries  -  including  those  who  are 
also  eligible  for  Medicaid  prescription  drug  coverage  (full  benefit  dual  eligibles).  Effective  January  1,  2006,  the  act  also 
discontinues  federal  financial  participation  for  Medicaid  outpatient  drug  costs  for  full  benefit  dual  eligible  Medicare 
beneficiaries.  The  exception  to  that  prohibition  occurs  when  state  Medicaid  plans  cover  drugs  that  are  excluded  for 
reimbursement  by  Medicare  Part  D  (e.g.  over  the  counter  drugs  that  are  equivalent  substitutes  for  prescribed  drugs). 

The  Montana  Medicaid  program  includes  coverage  for  outpatient  prescription  drugs,  which  is  an  optional  Medicaid 
service.  Total  prescription  costs  for  the  Medicaid  program  are  estimated  to  be  about  $76  million  in  FY  2004.  About  50  to 
52  percent  of  prescription  drug  costs  paid  by  Montana  are  for  full  benefit  dual  eligibles  (those  covered  by  both  Medicare 
and  Medicaid).  Too  many  unknowns  exist  to  even  "guesstimate"  what  the  potential  savings  could  be.  However,  those 
cost  savings  will  be  offset  by  general  fund  cost  increases  that  also  cannot  be  quantified  at  this  point. 

Some  persons  eligible  for  the  state  funded  MHSP  are  also  eligible  for  Medicare.  An  important  component  of  MHSP  is 
payment  for  prescription  drugs  to  treat  mental  illness.  If  such  drugs  are  covered  under  the  Medicare  drug  plan  that  a 
Medicare-MHSP  eligible  recipient  chooses,  there  could  also  be  savings  in  MHSP. 

The  Clawback 

The  MMA  requires  that  states  make  payments  to  the  federal  government  (a  clawback)  to  offset  Medicaid  program  cost 
savings  and  help  cover  the  cost  of  Part  D  for  full  benefit  dual  eligibles.  The  clawback  will  be  based  on  an  average  per 
person  Medicaid  drug  cost  for  full  benefit  dual  eligibles  in  calendar  year  2003.  The  base  year  per  person  cost  will  be 
inflated  forward  by  a  national  rate  established  by  the  federal  Center  for  Medicare  and  Medicaid  Services  (CMS).  The 
clawback  payment  will  be  based  on  the  inflated  per  person  cost  multiplied  by  the  number  of  full  benefit  dual  eligibles 
enrolled  in  a  state  Medicaid  program  each  month.  States  will  pay  90  percent  of  the  clawback  amount  beginning  in  2006, 
with  the  percent  declining  to  75  percent  over  10  years. 

Some  states  have  expressed  concern  that  the  clawback  will  be  higher  than  their  share  of  Medicaid  costs  for  full  benefit 
dual  eligibles.  The  concern  arises  because  some  states'  pharmacy  costs  have  grown  at  slower  rates  than  national 
pharmacy  or  health  inflation  rates  and  because  pharmacy  cost  saving  measures  implemented  after  2003  will  not  be 
reflected  in  clawback  calculations. 

The  Montana  Medicaid  program  is  in  the  process  of  implementing  a  preferred  drug  list  that  is  expected  to  yield  cost 
savings  that  will  not  be  included  in  the  clawback.  DPHHS  is  also  in  the  initial  stages  of  working  with  CMS  to  determine 
the  number  and  cost  of  full  benefit  dual  eligibles  in  2003.  The  number  of  full  benefit  dual  eligibles  is  estimated  to  be 
between  17,000  to  20,000  of  a  total  of  about  1 10,000  Medicaid  eligibles  in  the  base  year.  However,  there  is  no  per  person 
cost  data  yet,  so  it  is  not  possible  to  estimate  a  preliminary  clawback  amount  at  this  time. 

The  MMA  establishes  a  cost  ceiling  for  Medicare  (45  percent  of  the  U.S.  Treasury).  If  future  Medicare  expenses  exceed 
that  ceiling,  the  clawback  payments  for  states  could  be  increased. 


Ill) 
ISSUE 


Amount  of  Montana  Clawback  -  DPHHS  has  been  working  with  federal  representatives  to  determine  base 
level  calendar  year  2003  per  person  Medicaid  costs  for  prescription  drugs  for  persons  who  were  also  eligible 
for  Medicare.  In  mid  November  2004,  Montana  was  one  of  eight  states  still  trying  to  resolve  data  issues  to 
make  such  a  determination.  LFD  staff  has  requested  that  DPHHS  update  legislators  about  provisions  of  the 
clawback.  The  executive  budget  does  not  include  the  effect  of  the  clawback. 

The  legislature  may  wish  to  evaluate  the  estimate  of  Medicaid  prescription  drug  costs  with  respect  to  the  clawback 
amount,  if  enough  data  exists  to  estimate  the  clawback.  The  legislature  could  also  consider  restricting  the  Medicaid 
prescription  drug  appropriation  if  it  believes  that  there  will  be  savings  in  the  Medicaid  program  because  of  Part  D. 
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Wood  Work  Effect 

Some  states  are  worried  about  the  "wood  work"effect  -  where  Medicare  Part  D  outreach  identifies  persons  eligible  for  but 

not  enrolled  in  Medicaid  and  then  who  subsequently  enroll  in  Medicaid.   This  phenomenon  has  been  apparent  in  other 

outreach  efforts  for  new  low-income  programs  in  that  existing  programs  experience  increased  enrollment.     The 

Congressional  Budget  Office  estimates  that  the  number  of  people  eligible  for  the  Medicare  low-income  benefit  exceeds 

the  number  of  dual  eligibles  in  Medicaid  today.    It  is  difficult  to  project  state  Medicaid  cost  changes  due  to  Part  D 

outreach. 


LID 
ISSUE 


Medicaid  Eligibility  Increases  -  The  executive  budget  does  not  include  potential  Medicaid  cost  increases  due 
to  eligibility  increases  from  outreach  for  Part  D  benefits.  Historically,  outreach  for  a  particular  program  has 
resulted  in  increased  costs  when  persons  learn  they  may  be  eligible  for  other  social  programs  as  well.  For 
instance,  about  30  percent  of  the  children  screened  for  CHIP  program  eligibility  during  CHIP  outreach  were 
referred  to  Medicaid. 

The  legislature  could  request  the  DPHHS  provide  an  estimate  of  Medicaid  eligibility  increases  associated  with  Part  D 
outreach.  The  legislature,  if  it  approves  any  appropriation  authority  for  increases  due  to  Part  D  outreach,  could  condition 
the  appropriation  such  that  it  is  spent  only  if  eligibility  for  the  dual  eligible  population  increases  a  certain  percent. 


Wrap  Around  Programs 

Some  states  have  implemented  state  funded  programs  to  pay  for  pharmacy  costs  not  included  in  the  Part  D  benefit  for 
low-income  beneficiaries,  and  for  the  "doughnut  hole",  where  there  is  no  Part  D  assistance  for  pharmacy  costs  between 
$2,250  and  $5,100  for  beneficiaries  with  incomes  above  150  percent  of  the  federal  poverty  level.  Wrap  around  programs 
must  be  supported  entirely  from  state  funds.  The  MMA  eliminates  the  option  for  private  sponsorship  of  prescription 
Medigap  policies  that  could  cover  expenses  not  paid  by  Part  D,  (Joy  Wilson,  National  Conference  of  State  Legislatures, 
September  29,  2004),  which  may  increase  pressure  for  states  to  provide  such  coverage. 

Medicare  beneficiaries  will  choose  among  several  different  Medicare  drug  plans.  At  a  minimum,  each  plan  must  include 
two  drugs  in  each  therapeutic  class.  If  Medicare  beneficiaries  are  unable  to  find  one  plan  that  would  cover  all  medications 
that  they  are  currently  taking,  they  could  be  responsible  for  the  cost  of  the  drug(s)  not  covered  or  would  need  to  switch  to 
the  covered  drug.  However,  there  are  questions  as  to  whether  an  appeal  process  would  allow  persons  to  access  non 
covered  drugs. 

The  legislature  may  see  some  requests  for  wrap  around  programs,  including  potentially  one  funded  from  the  new  $  1  tax 
on  each  pack  of  cigarettes.  For  instance,  if  Medicare  eligible  MHSP  beneficiaries  would  be  unable  to  obtain  needed 
psychotropic  medications  through  the  Part  D  benefit  and  they  were  unable  to  obtain  effective  medications,  their  illness 
could  worsen.  The  fiscal  issue  in  this  scenario  is  that  without  appropriate  medications,  persons  may  decompensate  and  be 
committed  to  the  Montana  State  Hospital  potentially  at  a  greater  cost  to  the  state  than  the  cost  of  appropriate  medications. 

State  Workload  Issues 

There  are  several  managerial  and  administrative  tasks  that  states  must  perform  in  order  to  meet  MMA  mandates.   States 

must: 

•  Perform  eligibility  for  Part  D  low-income  subsidies  and/or  provide  assistance  to  the  federal  Social  Security 
Administration;  eligibility  determination  must  evaluate  an  applicant's  income  and  resources 

•  Participate  in  a  nation  wide  point-of-sale  coordination  of  benefits  between  Medicare,  Medicaid,  and  all  private 
insurance  payors  to  establish  individual  beneficiary  co-payments  and  deductibles  and  to  determine  true  out  of 
pocket  costs  for  Part  D  benefits 

•  Periodically  notify  the  federal  Centers  for  Medicaid  and  Medicare  Services  (CMS)  of  the  income  level  of  low- 
income  beneficiaries  and  when  the  beneficiaries  move  into  an  institution 

•  Assist  CMS  in  the  determination  of  the  base  year  costs  for  the  clawback 

•  Provide  information  and  assistance  to  Medicare  beneficiaries  in  the  event  of  complaints  or  grievances 


Public  Health  &  Human  Services  B- 1 8  SUMMARY 


Public  Health  &  Human  Services SUMMARY 

While  draft  rules  have  been  issued  by  CMS,  the  Social  Security  Administration  has  not  yet  issued  final  rules.  Many  of  the 
requirements  related  to  administrative  tasks  that  states  must  perform  are  not  yet  clear.  For  instance,  if  the  state  must 
determine  eligibility  for  low  income  beneficiaries,  it  is  not  known  whether  the  state  would  accept  a  paper  application  and 
forward  it  to  the  Social  Security  Administration,  or  whether  the  state  would  be  required  to  enter  eligibility  information  in 
an  automated  system  and  make  the  determination.  Even  if  states  will  not  be  required  to  perform  eligibility,  the  MMA 
requires  that  states  must  be  able  to  process  Part  D  low-income  eligibility  as  a  condition  of  participating  in  the  Medicaid 
program. 

DPHHS  is  in  the  process  of  developing  an  eligibility  system  that  will  have  some  capabilities  related  to  the  MMA.  It 
seems  logical  to  assume  that  the  eligibility  determination  process  must  be  fully  functional  in  advance  of  November  2005. 

Federal  Reimbursement  for  State  Employee  Health  Plan  Costs 

Under  the  MMA  states  can  be  eligible  for  payments  from  the  federal  government  if  state  employee  health  plans  maintain 
prescription  drug  coverage  for  retired  employees  (payment  of  28  percent  of  costs  for  a  qualified  plan).  State  plan 
coverage  must  be  actuarially  equivalent  to  or  better  than  Part  D  coverage  and  the  reimbursable  costs  paid  per  retiree  must 
be  at  least  $250,  but  not  greater  than  $5,000  per  year. 

The  State  of  Montana  public  employee  insurance  program  appears  to  meet  the  criteria  for  reimbursement  in  draft  rules, 
notwithstanding  completion  of  an  actuarial  analysis.  The  amount  of  payment  will  depend  on  whether  retirees  opt  to 
maintain  state  health  insurance  coverage  or  opt  for  a  Medicare  plan.  Once  a  retiree  opts  for  Medicare  prescription  drug 
coverage,  he  may  not  re-enter  the  state  plan. 


LFD 

COMIMKNT 


Impacts  of  MMA  -  Legislative  staff  will  coordinate  among  appropriation  subcommittees  and  help 
track  issues  related  to  the  MMA  as  the  legislature  considers  appropriations  and  programmatic  issues. 
However,  many  aspects  of  the  MMA  may  not  be  defined  in  time  for  the  legislature  to  take  specific 
actions.  Some  policy  decisions  may  need  to  be  crafted  as  contingencies. 


Systems  of  Care 

In  the  last  several  biennia,  the  legislature  has  directed  agencies  with  responsibilities  for  serving  high-risk  children  to  work 
cooperatively  in  serving  those  children  who  need  services  from  more  than  one  state  agency.  Sections  52-2-301  through 
304,  MCA  declare  that  it  is  the  policy  of  Montana  to: 

•  Provide  for  and  encourage  the  development  of  a  stable  system  of  care,  including  quality  education,  treatment,  and 
services  for  the  high-risk  children  of  this  state  with  multi-agency  service  needs,  to  the  extent  that  funds  are 
available 

•  Serve  high-risk  children  with  multi-agency  service  needs  either  in  their  homes  or  in  the  least  restrictive  and  most 
appropriate  setting  to  preserve  the  unity  and  welfare  of  the  family  and  use  out-of-state  providers  as  a  last  resort 

•  Provide  integrated  services  to  high-risk  children  with  multi-agency  service  needs  and  to  contain  costs  and  reduce 
the  use  of  high-cost,  highly  restrictive,  out-of-home  placements 

•  Increase  the  capacity  of  communities  to  serve  high-risk  children  with  multi-agency  service  needs 

•  Prioritize  available  resources  for  meeting  the  essential  needs  of  high-risk  children  with  multi-agency  service  needs 

DPHHS  Actions  to  Implement  Policy 

Over  the  last  four  years,  DPHHS  has  initiated  working  groups  to  implement  a  system  of  care  for  high-risk  children  with 
multi-agency  service  needs.  The  effort  has  progressed  to  the  point  that  two  pilot  programs  are  established,  and  several 
more  pilot  programs  are  planned.  In  addition,  DPHHS  has  received  one  of  a  limited  number  of  competitive,  nationwide 
five-year  grants  to  assist  in  the  development  and  implementation  of  a  system  of  care. 

A  systems  of  care  planning  committee,  as  established  in  52-2-303,  MCA,  was  expanded  in  the  summer  of  2004  and 
includes  representatives  from  the  Department  of  Corrections;  the  Board  of  Crime  Control;  the  Superintendent  of  Public 
Instruction;  DPHHS  representatives  from  children's  mental  health,  developmental  disabilities,  child  protective  services, 
and  chemical  dependency  programs;  as  well  as  providers,  interest  groups  and  family  members.  The  group  has  met  several 
times  and  worked  on: 
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•  Defining  the  role  of  the  Systems  of  Care  (SOCs)  committee 

•  Defining  the  role,  responsibilities,  and  structure  of  a  Kids  Management  Authority  (KM  A  -  local  representatives  of 
state  agencies  and  family  members  of  children  needing  services) 

•  Training  for  expansion  of  KM  As 

•  Developing  outcomes  and  measurements  for  those  outcomes 

Basic  Vision  of  the  System  of  Care 

The  SOCs  committee  and  pilot  KMAs  have  provided  definition  to  the  system  of  care  concept,  yet  much  of  the  system  is 
evolving.  This  summary  explanation  of  the  children's  system  of  care  is  taken  largely  from  a  draft  concept  paper  being 
written  and  approved  by  the  SOCs  committee  ("An  Introduction  to  Kids  Management  Authorities  -  KMAs",  draft  on 
November  12,  2004). 

How  the  System  Will  Work 

The  most  integral,  fundamental  component  of  the  system  is  development  of  a  local  KMA.  The  SOCs  committee  provides 
state  leadership  and  coordination,  but  without  development  of  effective  KMAs  at  the  local  level,  there  would  be  no  system 
of  care. 

Kids  Management  Authorities  (KMAs) 

The  KMA  is  the  infrastructure  that  supports  a  comprehensive  and  statewide  system  of  care.  The  KMA  has  two  primary 
functions,  development  of  a  continuum  of  care  within  its  respective  community,  and  case  planning  and  coordination  for 
individual  children  who  are  seriously  emotionally  disturbed  and  their  families.  It  also  provides  wrap-around  services  to 
children  and  their  families  within  their  community. 

The  SOCs  committee,  together  with  community  KMAs,  identifies  training  needs,  service  gaps,  funding,  and  other  barriers 
to  service  delivery.  Together,  they  implement  responses  to  identified  needs. 

Funding 

SOCs  believes  that  funding  for  KMA  operations: 

•  Must  come  from  a  variety  of  sources 

•  Should  be  flexible  and  not  connected  to  any  one  category 

•  Should  support  best  practice  principles  and  serve  the  needs  of  youth  and  their  families 

The  system  of  care  document  also  states  that:  "Administrative  functions  related  to  KMAs  will  need  assistance,  including 
financial  support.  The  DPHHS  Health  Resources  Division's  Children's  Mental  Health  Bureau  is  committed  to  identifying 
funding  to  assist  local  KMAs." 

The  Target  Population  for  KMAs  Services 

KMAs  are  geared  primarily  toward  children  with  serious  emotional  disturbances  (SED)  who  are  at  risk  of,  or  currently 
residing  in,  out-of-home  placement  and  who  are  typically  served  by  many  agencies.  The  primary  population  also  includes 
children  under  the  age  of  six.  The  multiple  treatment  needs  of  these  children  evolve  and  change  over  time.  Each  KMA 
has  the  discretion  to  serve  a  secondary  population  of  youth  based  on  its  ability  to  do  so. 

KMA  Community  Design  Team  Membership 

The  KMA  Community  Team  is  a  multi-agency  community  organization  comprised  of: 

•  Parents 

•  Youth 

•  State  agencies  serving  children,  including  the  DPHHS  programs  (Child  and  Family  Services,  Developmental 
Disabilities,  and  Health  Resources),  as  well  as  the  Department  of  Corrections  and  Youth  Court 

•  Other  programs  that  serve  Montana's  youth,  including  First  Health  (a  contractor  for  DPHHS  that  provides  quality 
assurance  and  prior  authorization  for  high  cost  services) 

•  Tribal  representatives 

•  Providers 

•  Advocates 
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KMA  Community  Team  representatives  will  have  the  authority  to  make  decisions  about  and  allocate  money  for  services 
to  youth  and  their  families.  When  the  KMA  is  serving  a  tribal  community,  tribal  representatives  must  have  the 
opportunity  to  participate  as  full  members  in  the  KMA. 

Because  KMAs  are  local  organizations,  tribal  communities  may  wish  to  develop  them  respective  to  their  communities  as 
an  option  to  joining  off-reservation  KMAs.  To  ensure  coordination  with  mental  health  regional  planning  entities  (Service 
Area  Authority),  a  representative  of  the  regional  authority  must  have  the  opportunity  to  participate  as  a  full  member  in  the 
KMA.  The  KMA  may  add  representatives  of  other  community  organizations  and  leaders  as  appropriate. 

Components  of  Executive  Budget  Request  Related  to  Systems  of  Care 

The  executive  budget  includes  several  new  proposals  related  to  or  that  could  support  implementation  of  a  children's 
system  of  care.  All  requests  are  included  in  the  Health  Resources  Division  budget.  Each  request,  decision  package 
number,  and  a  short  description  are: 

•        DP  42  -  Children's  Mental  Health  Bureau 

5.00  new  FTE 

Net  cost  savings  to  general  fund  due  to  anticipated  benefit  cost  reductions 

Executive  anticipates  cost  savings  due  to  FTE  ability  to  help  identify  local  services  and  more  quickly  link 

services  and  children 
DP  146  -  Children's  Mental  Health  Bureau  -  SAMHSA  Grant 

7.00  net  FTE 

$3  million  in  federal  grant  funds  over  the  biennium  to  help  implement  system  of  care 
DP  150  -  Restore  Children's  Therapeutic  Services 

Reinstates  expanded  mental  health  benefits  for  CHIP  eligible  children  with  a  serious  emotional 

disturbance  who  require  mental  health  services  in  excess  of  regular  CHIP  plan  benefits 

Estimated  to  serve  280  children 

Request  for  $1 .4  million  in  federal  CHIP  matching  funds,  but  no  state  matching  funds 

Services  were  originally  eliminated  in  August  2002  to  mitigate  anticipated  general  fund  cost  overruns 
DP  1 89  -  Waiver  of  Deeming 

Waiver  of  federal  Medicaid  regulations  to  disregard  parental  income  and  assets  to  determine  Medicaid 

eligibility  for  a  child  with  a  serious  emotional  disturbance 

Part  of  Medicaid  redesign  recommendations 

Request  for  $100,000  state  special  revenue  from  co-payments  based  on  family  ability  to  pay 

Requires  legislation  -  LC  0293 


III) 
ISSUE 


Issues  Related  to  Children's  System  of  Care  -  There  are  several  issues  that  the  legislature  may  wish  to 
review  with  respect  to  the  children's  system  of  care. 


Funding  Flexibility 

Over  the  years  integration  and  coordination  of  children's  services  has  been  frustrating.  While  many  studies  and  best 
practice  models  of  care  emphasize  funding  flexibility  to  provide  unique  and  individualized  services,  such  funding 
flexibility  is  difficult  to  develop  and  maintain.  Obviously  general  fund  is  very  flexible  and  doesn't  have  the  strings  that 
come  with  federal  funding  sources.  However,  the  budget  request  doesn't  include  additional  general  fund  for  children's 
system  of  care  services. 

The  legislature  may  wish  to  ask  DPHHS  staff  how  funding  flexibility  would  be  achieved  and  what  funding  sources,  other 
than  Medicaid  or  CHIP  mental  health  funding,  would  be  tapped?  The  legislature  may  also  wish  to  ask  DPHHS  and  other 
agency  staff  how  ongoing  service  needs  would  be  funded  if  the  system  plans  to  divert  funds  from  current  level  services. 
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M  edicaid  Waiver 


The  children's  mental  health  function  will  have  some  added  flexibility  if  the  waivers  of  deeming  and  homes 
and  community  based  services  are  approved.  However,  the  legislature  may  wish  to  request  that  DPHHS 
staff  explain  with  more  detail  than  is  available  in  the  bill  draft  request: 

What  waiver  services  would  be  provided 

How  would  children  be  selected  for  the  waiver 

How  much  would  be  spent  on  the  waiver 

How  many  children  would  be  served 

How  will  funds  be  allocated  among  KMAs 

How  Would  Local  KMAs  Interface  with  Service  Area  Authorities? 

The  legislature  adopted  the  executive  plan  to  move  to  regional  mental  health  managed  care,  which  was  proposed  during 
the  2001  session.  Since  that  time,  the  legislature  made  statutory  changes  to  establish  Service  Area  Authorities  (SAAs), 
the  planned  regional  managed  care  authorities,  in  statute.  Since  that  time,  Authorities  have  slowly  evolved,  with  the 
Central  Service  Area  Authority  advancing  most  quickly. 

DPHHS  has  changed  the  focus  of  SAAs  from  entities  that  would  assume  financial  risk  in  delivering  services,  to  more  of  a 
planning  and  advisory  body  to  DPHHS.  Statute  does  not  specify  that  SAAs  are  to  assist  in  planning  only  for  adult  mental 
health  services  and  the  Central  SAA  includes  representatives  for  both  adult  and  children's  mental  health  services. 

DPHHS  has  requested  a  bill  (SB  42)  to  clarify  that  KMAs  are  the  primary  entity  for  planning  and  developing  children's 
mental  health  services.  However,  the  bill  draft  is  not  clear  with  regard  to  how  the  relationship  between  SAAs  and  KMAs 
will  work.  The  legislature  may  wish  to  ask  DPHHS  staff  to  clarify  the  relationship  and  how  it  envisions  entities  will  be 
integrated  or  work  together. 

Would  the  Legislature  Like  to  Maintain  Oversight  During  the  Interim? 

The  legislature  could  monitor  system  implementation  through  the  2007  biennium  if  it  considers  the  issues  important  and 
if  it  would  like  to  discuss  and  potentially  influence  interim  work.  The  legislature  has  several  interim  committees  that 
could  perform  such  duties.  The  Interim  Committee  on  Children,  Families,  Public  Health  and  Human  Services  focuses  on 
DPHHS  activities,  while  the  Legislative  Finance  Committee  has  a  broader  scope  that  can  consider  all  agency  work 
related  to  fiscal  and  programmatic  policies.  The  legislature  could  request  that  either  or  both  of  these  committees  provide 
oversight  of  system  development,  either  through  a  resolution  or  through  an  amendment  to  the  statutory  duties  of  the 
committee. 


Other  System  of  Care  Activities 

Another  division  within  DPHHS  -  Public  Health  and  Safety  -  is  also  requesting  federal  authority  to  design  a  plan  for  an 
Early  Childhood  Comprehensive  System  (Early  Childhood  System)  in  Montana  (DP  160).  The  core  group  responsible  for 
the  initial  planning  for  this  grant  also  will  be  co-chaired  by  the  chief  of  the  Family  and  Community  Bureau  and  the  chief 
of  the  Early  Childhood  Services  Bureau  and  includes  members  from  the  Head  Start/State  Collaboration  office,  the  Healthy 
Start  Association,  and  the  Children's  Mental  Health  Bureau.  Tasks  to  be  completed  with  this  funding  are: 

•  Develop  a  leadership  partnership  to  develop,  implement,  and  monitor  a  plan  for  an  Early  Childhood  System  in 
Montana 

•  Establish  contractual  arrangements  needed  to  enable  the  work  of  the  task  force  and  contributors  to  the  plan 
development,  i.e.  facilitators,  data  manager,  evaluator 

•  Establish  vision,  mission,  and  guiding  principles  of  the  Early  Childhood  System  in  Montana 

•  Develop  a  plan  for  an  Early  Childhood  System  in  Montana  that  addresses  five  targets 

•  Access  to  health  insurance  and  a  medical  home 

•  Mental  health  and  social-emotional  development 

•  Early  care  and  education/child  care 
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•  Parent  education 

•  Family  support 
Solicit  input  regarding  desired  outcomes  for  Early  Childhood  System 
Develop  a  final  Early  Childhood  System  Plan 
Develop  implementation  plan,  including  action  steps 
Determine  resources  needed  to  support  the  implementation  plan 
Develop  request  for  the  next  application  phase,  either  planning  or  implementation 

Although  the  mental  health  and  social-emotional  development  is  only  one  of  the  five  target  areas  of  the  Early  Childhood 
System  and  the  Early  Childhood  System  plan  will  be  geared  toward  all  children  and  more  providers  and  families  than  the 
mental  health  children's  system  of  care,  it  is  important  that  the  two  efforts  are  coordinated  and  avoid  duplication. 
Including  the  Children's  Mental  Health  Bureau  Chief  on  the  planning  committee  is  certainly  a  step  in  that  direction. 
However,  the  legislature  may  wish  to  review  what  other  specific  steps  might  be  taken. 


Ill) 
ISSUE 


DPHHS  Integration  of  the  Early  Childhood  Comprehensive  System  and  Children's  System  of  Care  -  DPHHS 
has  received  two  federal  grants  from  different  federal  funding  sources  that  allow  the  department  to  plan  for 
children's  systems  of  care  in  collaboration  and  cooperation  with  a  large  number  of  stakeholders.  In  many 
instances  these  grants  will  rely  on  input  from  the  same  stakeholders  and  have  some  of  the  same  goals.  LFD 
staff  has  requested  that  DPHHS  explain  to  the  Health  and  Human  Services  Joint  Appropriation  Subcommittee  how  the 
two  systems  will  be  integrated. 


Tobacco  Settlement  Funds 

Montana  receives  funds  from  a  settlement  agreement  of  a  lawsuit  against  cigarette  manufacturers.  The  tobacco  settlement 
funds  have  been  allocated  by  voter  initiative  twice: 

•  Once  in  November  2000  to  establish  a  constitutional  trust  fund  that  receives  40  percent  of  settlement  proceeds 

•  90  percent  of  the  trust  interest  income  can  be  appropriated  for  health  care  uses 

•  1 0  percent  of  the  interest  is  deposited  into  the  trust 

•  The  corpus  of  the  trust  can  be  used  if  approved  by  a  super  majority  vote  of  the  legislature 

•  Once  in  November  2002  to  establish  two  state  special  revenue  accounts  in  statute  (1 7-6-606,  MCA)  that  receive 

•  32  percent  of  tobacco  settlement  proceeds  for  tobacco  prevention  and  control 

•  1 7  percent  of  tobacco  settlement  proceeds  for  CHIP  match  and  the  Montana  Comprehensive  Health 
Association  (MCHA)  to  provide  insurance  for  persons  who  cannot  obtain  health  insurance  or  to  provide 
premium  assistance  for  low-income  persons  to  maintain  their  health  insurance 

Figure  7  shows  a  diagram  of  the  allocation  of  the  tobacco  settlement  funds  that  will  be  in  effect  July  1,  2005.  The 
executive  budget  request  that  depends  on  permanent  reallocation  of  tobacco  settlement  funds  are  listed  in  the  bottom  part 
of  the  diagram. 
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Figure  7 
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Temporary  Use  of  Tobacco  Settlement  Funds  -  SB  485 

The  2003  Legislature  enacted  temporary  amendments  to  1 7-6-606,  MCA  through  SB  485  to  allow  for  the  2005  biennium 
only: 

•  Appropriation  of  $3  million  of  CHEP/MCHA  funds  for  state  Medicaid  match 

•  Diversion  of  $12  million  of  the  tobacco  settlement  proceeds  allocated  for  tobacco  prevention  and  control  into  the 
prevention  and  stabilization  account  to  continue  to  fund  a  number  of  programs  slated  for  elimination  or  reduction 
in  the  2005  biennium  executive  budget  proposal  including 

•  Mental  Health  Services  Plan  (MHSP)  drugs  -  $6.5  million 

•  Child  care  matching  funds  -  $2  million 

•  Montana  Initiative  for  the  Abatement  of  Mortality  in  Infants  (MIAMI)  -$1.1  million 

•  Child  support  enforcement  matching  funds  -  $1 .3  million 

•  Independent  living  and  extended  employment  services  -  $  1  million 

•  Various  Medicaid  state  matching  funds  for  hospice,  home  health  therapies,  and  mental  health  services  - 
$1.2  million 

•  Poison  control,  AIDS  funding  -  $0.2  million 

Executive  Budget  Continues  Diversion 

The  executive  budget  continues  the  same  diversion  of  tobacco  settlement  funds  for  most  of  the  same  programs.  However, 
the  amount  allocated  to  CHIP  from  tobacco  settlement  funds  falls  from  $1.2  million  annually  to  about  $880,000,  because 
the  executive  budget  shifts  a  portion  of  the  match  to  the 
Mental  Health  Services  Plan  (MHSP). 

Implication  for  Medicaid  Redesign 

The  executive  budget  relies  on  reallocation  of  tobacco 
settlement  revenue  to  implement  a  cornerstone  of  its 
Medicaid  redesign  proposal.  Tobacco  settlement  revenue 
is  requested  for  continuation  of  the  MHSP  prescription 
drug  program  for  the  HIFA  (Health  Insurance  Flexibility 
and  Accountability)  waiver.  The  MHSP  funds  are  used  as 
state  matching  funds  to  draw  down  additional  federal 
Medicaid  funds  and  to  expand  health  insurance  coverage 
for  low-income  persons. 

Tobacco  Settlement  Revenues  Projected  to  Decline 

The  Interim  Revenue  and  Transportation  Oversight  Committee  adopted  estimates  for  tobacco  settlement  revenue  in 
November  2004  that  are  anticipated  to  decline  from  FY  2004  receipts  of  nearly  $27  million  to  about  $21  million  annually 
during  the  2007  biennium  (See  Figure  8).  The  reduction  was  adopted  because  of  a  condition  in  the  Master  Settlement 
Agreement  that  allows  for  settlement  payments  to  be  adjusted  if  the  settling  parties  lose  market  share  due  to  the  conditions 
of  the  settlement,  such  as  advertising  the  hazards  of  smoking  and  foregoing  certain  types  of  advertising  to  sell  cigarettes. 

The  reduction  in  tobacco  settlement  funds  ripples  through  the  accounts  that  receive  settlement  revenue.  Trust  deposits 
decline  from  nearly  $11  million  in  FY  2004  to  $8  million  in  the  2007  biennium.  Similar  reductions  are  shown  for 
amounts  deposited  for  prevention  and  control  activities  as  well  as  CHIP  match  and  Montana  Comprehensive  Health 
Association  (MCHA)  funding. 

Interest  Income  from  the  Trust  Fund 

Figure  9  shows  the  fund  balance  for  the  tobacco  settlement  trust  interest  income  and  executive  budget  request  for  the  2007 
biennium.  Revenues  are  those  adopted  by  the  Revenue  and  Transportation  Oversight  Committee.  As  in  past  biennia,  all 
appropriation  requests  support  a  portion  of  the  state  Medicaid  match  for  various  services. 


Figure  8 

Tobacco  Settlement  Revenue 

2005  and  2007  Biennia 

Estimated  Total  Revenue/ 
Allocation 

Actual 
FY  2004 

Estimated 
FY  2005 

Estimated 
FY  2006 

Estimated 
FY  2007 

Total  Settlement  Revenue 

$  26,672.072 

$26,102,000     $21,084,000 

$  20.988,000 

40%  to  Trust* 

10.668,829 

10.440,800 

8.433,600 

8.395.200 

32  %  to  Prevention/ 
Control  State  Special  Rev. 

8.535.063 

8,352,640 

6,746,880 

6.716.160 

17%toCHIP/MT.Comp. 
Association  State  Special 

■lev 

4,534.252 

4,437,340 

3,584.280 

3.567,960 

Balance  to  General  Fund 

2.933,928 

2,871.220 

2,319,240 

2.308.680 
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Figure 

9 

Tobacco  Settlement  Constitutional  Trust  Fund  -  Income  and  Budget  Request 

Actual           Appropriation 

Executive  Request 

Income/Expenditures 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

Beginning  Balance 

$2 

$2 

$0 

$51,100 

Income* 

$2,402,846 

$2,810,700 

$3,338,100 

$3,807,000 

Expenditures  for  Medicaid  Match 

Hospital  Services 

$484,406 

$700,100 

$1,368,560 

$1,859,560 

Acute  Services 

953,450 

1,377,998 

953,450 

953,450 

Children's  Mental  Health 

233,552 

337,547 

233,552 

233,552 

Nursing  Homes 

703,779 

703,779 

703,779 

703,779 

Mental  Health 

27.659 

27.659 

27.659 

27.659 

Total  Expenditures 

$2,402,846 

$3,147,083 

$3,287,000 

$3,778,000 

Cost  (Over)  Under  Revenue" 

$2 

($336,381) 

$51,100 

$80,100 

•Income  is  the  amount  adopted  in  revenue  projections  approved  the  Revenue  and 

Transportation  Oversight  Committee. 

"The  negative  balance  doesn't  carry  forward  into  FY  2006,  because  DPHHS  will  not  be  able 

to  fully  expend  the  appropriations  due  to  inadequate  cash 

in  the  account. 

Income  from  the  Tobacco  Settlement  Trust  Fund  -  The  legislature  may  have  an  additional  $80,100  in  interest 
income  from  the  tobacco  settlement  trust  fund  to  allocate  over  the  2007  biennium.    As  shown  in  Figure  9, 
while  the  appropriations  from  the  income  exceed  anticipated  revenues  in  FY  2005,  the  amount  requested  in  the 
executive  budget  is  less  than  the  interest  income  projections  for  the  2007  biennium. 


LFD 
ISSUE 


DPHHS  cannot  spend  the  full  amount  of  the  FY  2005  appropriations  since  there  will  not  be  adequate  cash  in  the  account. 
The  legislature  may  wish  to  ask  DPHHS  how  it  is  reallocating  expenditures  to  cover  the  shortfall  in  tobacco  settlement 
funds. 


CHIP  and  MCHA  Account 

Figure  10  shows  the  projected  revenues  and  executive  budget  request  for  the  tobacco  settlement  funds  (17  percent) 
allocated  to  CHIP  and  MCHA.  The  executive  proposal  reduces  the  amount  spent  for  CHIP  match  from  $2.7  million  in 
FY  2004  to  about  $0.9  million  each  year  of  the  biennium.  The  amount  budgeted  for  MCHA  remains  constant. 


Figure  10 

Tobacco  Settlement  Revenue  Allocated  to 

CHIP  and  MT  Comprehensive  Health  Association  (MCHA) 

Estimated  Revenue/  Actual  Approp.  Executive  Request 

Executive  Request  FY  2004  FY  2005  FY  2006  FY  2007 


Beginning  Balance 

Revenue 

Expenditures 
CHIP  Match 
Medicaid  Match' 
MT  Cotnp.  Health 
Mental  Health  Srvs 
Other  DPHHS  Cost 

Total  Expenditres 
Adjustments 


$0 
$4,534,252 

$2,656,626 

1,285,901 

573,215 

0 

31.161 


($12,645) 
$4,437,340 


$2,810,311 

1,443,189 

659,600 

0 

0 


$0  ($83,011) 

$3,584,280       $3,567,960 


$880,201 

1,323,210 

573,215 

890.665 

0 


$998,180 

1,346,732 

659,600 

845,275 

0 


$4,546,903        $4,913,100       $3.667,291        $3,849.787 


$6 


$0 


$0 


$0 


Ending  Balance"  ($12,645)        ($488,405)  ($83,011)        ($364,838) 

•  1 7-6-606.  MCA  would  need  to  be  amended  to  continue  to  allow 

Medicaid  costs  to  be  paid  from  the  tobacco  settlement  revenues  allocated 

to  CHIP  and  MCHA. 

"The  negative  ending  balance  in  FY  2005  will  not  be  carried  forward  into 

FY  2006  since  DPHHS  cannot  fully  expend  appropriations  without 

adequate  cash  in  the  fund. 
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The  executive  budget  requests  continuation  of  the  one-time  appropriation  during  the  2005  biennium  for  Medicaid 
matching  funds  from  the  CHIP/MCHA  account,  slightly  increasing  the  annual  2007  biennium  appropriation  above  the  FY 
2004  expenditure.  The  Office  of  Budget  and  Program  Planning  notified  LFD  staff  that  the  allocation  to  the  Mental  Health 
Services  Plan  (MHSP)  is  an  error  and  should  be  allocated  to  the  Medicaid  program,  but  did  not  specify  which  Medicaid 
program. 


Ill) 
ISSUE 


match. 


CHIP/MCHA  Tobacco  Settlement  Allotment  -  As  shown  in  Figure  10,  the  amount  that  the  executive  has 
requested  from  the  CHIP/MCHA  allotment  of  tobacco  settlement  funds  is  about  $0.4  million  in  excess  of 
projected  revenues.  If  the  legislature  approves  the  executive  request,  it  may  wish  to  alter  appropriation  levels 
to  be  within  anticipated  funding  and  it  would  need  to  amend  1 7-6-606,  MCA  to  use  the  funds  for  Medicaid 


If  the  legislature  does  not  approve  the  executive  proposal,  it  would  need  to  either  find  an  alternative  source  of  funds  to 
support  Medicaid  and  CHIP  match  or  reduce  services. 

The  amount  appropriated  in  FY  2005  from  the  CHIP/MCHA  allotment  is  estimated  to  exceed  available  revenues  by 
nearly  $0.5  million.  The  legislature  may  wish  to  know  which  appropriation  DPHHS  will  reduce  since  revenues  are  not 
expected  to  be  sufficient. 


Tobacco  Control  and  Prevention  Account 

Figure  1 1  shows  the  fund  balance  for  the  portion  (32  percent)  of  tobacco  settlement  proceeds  allocated  to  tobacco 


prevention  and  control.     The  fund  balance  at  the  end  of  the  biennium  is  about 
expenditures  for  tobacco  prevention  and  control. 


million  in  excess  of  requested 


Figure  1 1 

Tobacco  Settlement  Revenue  Allocated  to 

Tobacco  Prevention  and  Control  -  Present  Law 


Estimated  Revenue/ 
Present  Law 


Actual 
FY  2004 


Approp. 
FY  2005 


Present  Law 
FY  2006  FY  2007 


Beginning  Balance  SO 

Revenue  $8,535,063 

Expenditures* 

Prevention/Control  $2. 5 14,645 

Transfer  to  Prevention  5,83 1 ,360 
and  Stabilization  Account 

Other  DPHHS  Cost  19.415 

Total  Expenditres  S8,365,420 

Adjustments  $6 

End  Balance  -  Pres.  Law  $169,649 


$169,649 
$8,352,640 

$3,200,000 
6,057,600 


$9,257,600 


$0 


$0 
$6,746,880 


$2,514,645 
0 


$2,514,645 
$0 


($735,31 1)       $4,232,235 


$4,232,235 
$6,716,160 

$2,514,645 
0 

fi. 

$2,514,645 

SO 

$8,433,750 


•The  2003  Legislature  rcaallocated  $12  million  of  tobacco  settlement  funds 
from  tobacco  and  control  to  the  prevention  and  stabilization  account  during  the 
2005  bienium.  Statute  needs  to  be  changed  if  the  reallocation  is  to  continue 


The  executive  budget  continues  the  amount  spent  on  tobacco 
prevention  and  control  in  FY  2004.  The  budget  request  adds 
about  $0.2  million  general  fund  annually. 

Prevention  and  Stabilization  Account 

The  2003  Legislature  created  the  prevention  and  stabilization 
account  (53-6-111,  MCA).  Revenue  from  federal  Medicaid 
reimbursement  for  a  portion  of  bed  utilization  taxes  paid  by 
state  institutions  is  deposited  into  the  account.  During  the 
2005  biennium,  the  legislature  authorized  a  one-time  transfer 
of  $12  million  from  tobacco  settlement  proceeds  allocated  to 
tobacco  prevention  and  control  to  the  account  and  funded  a 
variety  of  programs  from  the  appropriations. 


Figure  12  shows  the  anticipated  account  balance  and  the 
executive  budget  proposal,  which  requests  continuation  of  the 
2005  biennium  one-time  appropriations.  Estimated  revenue  to 

the  prevention  and  stabilization  account  is  inadequate  to  support  the  executive  proposal,  with  appropriation  requests 

totaling  $9  million  above  revenues. 


The  executive  budget  proposes  to  transfer  a  portion  of  tobacco  settlement  proceeds  to  the  account.  The  estimated  amount 
available  to  transfer  (about  $13  million  over  the  biennium)  would  not  be  sufficient  to  cover  appropriation  requests.  Figure 
1 1  shows  the  calculation  of  revenue  available  to  transfer. 
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Figure 

12 

Prevention  and  Stabilization  Account  Revenues  and  Costs 

FY  2004 

FY  2005 

Executive  Budget 

Revenue/Expenditure 

Actuals 

Appropriation 

FY  2006 

FY  2007 

Beginning  Fund  Balance 

$318,265 

$1,006,673 

$0 

($5,393,869) 

Revenues 

Tobacco  Settlement  Fees* 

$5,83 1,360 

$6,057,600 

$0 

$0 

Utilization  Fees 

690,782 

615,000 

615,000 

615,000 

Subtotal  Revenue 

$6,522,142 

$6,672,600 

$615,000 

$615,000 

Total  Revenues 

$6,840,407 

$7,679,273 

$615,000 

($4,778,869) 

Expenditures 

Mental  Health  Servs 

$2,611,837 

$3,689,734 

$2,359,335 

$2,404,725 

CSED  Administration 

750,004 

513,678 

1,263,678 

0 

MIAMI" 

522,395 

516,828 

550,000 

550,000 

Medicaid/Clinical  Services 

0 

186.321 

601,571 

0 

Child  Care  Match 

557,000 

1,443.000 

350,71 1 

349,352 

Extended  Employment 

246,326 

0 

270,639 

270,639 

Independent  Living 

228,766 

523,718 

228.766 

228,766 

Home  Based  Medicaid 

204,000 

204,000 

204,000 

204,000 

Mental  Health  Medicaid 

198,429 

198,429 

99,215 

99,215 

AIDS  Treatment** 

60,778 

84,000 

42,000 

42,000 

Poison  Control  Line** 

38,954 

38,954 

38,954 

38.954 

Children's  Mental  Health 

415,250 

0 

0 

0 

Director's  Office 

0 

653,731 

0 

0 

Total  Expenditures 

$5,833,739 

$8,052,393 

$6,008,869 

$4,187,651 

Adjustments 

$5 

$0 

$0 

$0 

Ending  Fund  Balance 

$1,006,673 

($373,120) 

($5,393,869)  ($8,966,520) 

Executive  Proposal  to  Transfer  Tobacco  Settlement 

$4,232,235 

$8,433,750 

Funds  from  Tobacco  Control  and  Prevention 

1    Revised  Executive  Budget 

Balance 

($1,161,634) 

($532,770)) 

•SB  485  (17-7-606(4).  MCA)  diverted  a  portion 

of  tobacco  settlement  revenue 

from  tobacco  control  and  prevention  to  fund  human  services  programs  during 

Jie 

2005  biennium.  The  diversion  terminates  June  30, 2005. 

**Some  of  the  executive  requests  are  biennial  appropriations. 

Prevention  and  stabilization  account  -  The  legislature  would  need  to  amend  statute  to  divert  tobacco  settlement 
funds  from  tobacco  control  and  prevention  to  the  prevention  and  stabilization  account.    If  the  legislature 
approves  the  executive  request,  it  may  wish  to  modify  appropriation  levels  so  that  expenditures  remain  within 
revenue  levels. 


LI  D 
ISSUE 


If  the  legislature  does  not  approve  the  executive  request  to  continue  the  diversion  of  tobacco  settlement  revenue,  it  may 
wish  to: 

•  Appropriate  a  different  source  or  amount  of  funds  to  support  some  or  all  of  the  request 

•  Make  service  reductions 

•  If  the  legislature  does  not  appropriate  funds  to  continue  the  Montana  Initiative  for  the  Abatement  of 
Mortality  in  Infants  (MIAMI)  it  would  need  to  remove  the  requirement  from  statute  for  the  program  (50- 
19-300  through  304,  MCA) 

The  appropriation  requested  for  the  Mental  Health  Services  Plan  (MHSP)  is  the  main  source  of  state  Medicaid  matching 
funds  for  the  center  piece  of  the  Medicaid  redesign  proposal  -  the  HIFA  (Health  Insurance  Flexibility  and  Accountability) 
Waiver.  If  the  legislature  wishes  to  direct  DPHHS  to  pursue  the  HIFA  waiver,  but  does  not  approve  the  appropriation  in 
Figure  1 2,  it  would  need  to: 

•  Appropriate  a  different  funding  source  or 

•  Change  the  parameters  and  program  expansions  included  in  the  HIFA  conceptual  design 

FY  2005  appropriation  requests  from  the  prevention  and  stabilization  account  are  in  excess  of  projected  revenues.  The 
legislature  may  wish  to  ask  DPHHS  how  it  will  change  expenditures  to  live  within  the  cash  available  and  what  impact 
those  changes  will  have. 
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It  should  be  noted  that  an  amendment  to  statute  (17-7-606,  MCA)  would  be  required  to  implement  the  executive  proposal. 

1-149-  Cigarette  Tax  Increase 

The  voters  passed  initiative  1-149  in  the  November  2004  election.  The  initiative  increases  taxes  on  cigarettes  by  $1  per 
pack  and  creates  a  health  and  Medicaid  state  special  revenue  account  to  be  administered  by  DPHHS  (53-6-12-1,  MCA). 
Funds  in  the  account  shall  be  used  only  to  provide  funding  for: 

•  State  funds  necessary  to  maximize  enrollment  of  eligible  children  in  CHIP  and  to  provide  outreach  to  the  eligible 
children 

•  The  increased  revenue  is  intended  to  increase  enrollment  rates  for  eligible  children  in  the  program  and  not 
to  be  used  to  support  existing  levels  of  enrollment  based  upon  appropriations  for  the  biennium  ending 
June  30,  2005 

•  A  new  need-based  prescription  drug  program  established  by  the  legislature  for  children,  seniors,  chronically  ill, 
and  disabled  persons  that  does  not  supplant  similar  services  provided  under  any  existing  program 

•  Increased  Medicaid  services  and  Medicaid  provider  rates 

•  The  increased  revenue  is  intended  to  increase  Medicaid  services  and  Medicaid  provider  rates  and  not  to 
supplant  the  general  fund  in  the  trended  traditional  level  of  appropriation  for  Medicaid  services  and 
Medicaid  provider  rates 

•  An  offset  to  loss  of  revenue  to  the  general  fund  as  a  result  of  new  tax  credits  or  to  fund  new  programs  to  assist 
small  businesses  with  the  costs  of  providing  health  insurance  benefits  to  employees,  if  these  tax  credits  or 
programs  are  established  by  the  legislature  after  the  effective  date  of  this  section 

•  Until  the  programs  or  credits  are  established,  the  funding  shall  be  used  exclusively  for  the  above  noted 
purposes 

A  group  of  interest  parties  has  been  meeting,  including  representatives  of  the  Governor-Elect,  the  State  Auditor,  the 
American  Cancer  Society,  DPHHS,  AARP  (American  Association  of  Retired  Persons),  Montana  Nurses'  Association, 
Blue  Cross  Blue  Shield,  hospitals,  and  nursing  homes  as  well  as  low-income  advocates.  The  goal  of  this  group  is  to 
develop  and  present  a  plan  to  implement  1-149  to  the  2005  Legislature. 


LFD  staff  has  requested  that  this  plan  be  presented  to  the  Health  and  Human  Services  Joint 
Appropriation  Subcommittee.   Depending  on  elements  of  the  plan  and  legislative  action,  it  may  be 
necessary  to  pass  legislation  to  implement  the  proposal.     For  instance,  if  a  plan  to  provide  a 
prescription  drug  benefit  is  proposed,  the  legislature  may  wish  to  establish  program  guidelines  in  statute. 


III) 
COMMENT 


Federal  Fiscal  Relief 

DPHHS  received  just  over  $4.0  million  of  federal  fiscal  relief  funds  from  the  2005  biennium.  Federal  fiscal  relief  funds 
were  provided  to  the  department  to  support  Meals  on  Wheels  ($0.5  million),  low-income  energy  assistance  ($2.0  million), 
and  a  reduction  of  vacancy  savings  required  at  the  state  institutions  operated  by  the  department  ($1 .5  million). 

In  addition  to  the  federal  fiscal  relief  funds  allocated  to  the  department,  a  portion  of  the  general  fund  savings  available  due 
to  the  temporary  reduction  in  the  state  Medicaid  match  rate  was  expended  by  the  department.  About  $3  million  of  general 
fund  savings  due  to  the  lower  state  match  rate  was  used  to  support  CHIP  ($0.6  million),  child  support  enforcement 
services  ($1.0  million),  and  TANF  maintenance  of  effort  ($1.3  million).  This  funding  supported: 

•  Expansion  of  the  CHIP  program  to  1 0,900  children  annually 

•  Ongoing  funding  shortfalls  within  the  Child  Support  Enforcement  Division 

•  Expenditure  of  general  fund  so  that  the  TANF  maintenance  of  effort  requirement  was  met  on  a  state  fiscal  year 
basis  rather  than  just  on  a  federal  fiscal  year  basis.  This  funding  increase  was  requested  in  the  executive  budget 
for  the  2003  biennium  and  rejected  by  the  legislature.  The  expenditure  of  these  funds  offset  spending  reductions 
ordered  by  the  Governor  during  the  summer  of  2002  under  the  requirements  of  17-7-140,  MCA 
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TANF  Spending  Changes 

On  December  9,  2004  Governor  Martz  and  DPHHS  Director  Gray  announced  a  number  of  increases  in  Temporary 

Assistance  for  Needy  Families  (TANF)  spending  that  would  be  effective  January  1,  2005.  These  changes  include: 

•  Increasing  TANF  cash  assistance  benefits  an  average  of  $30  per  month 

•  Using  $500,000  to  provide  "work  support"  benefits  to  those  leaving  the  program  due  to  employment 

Additionally,  the  Governor  and  director  announced  that  the  TANF  performance  bonus  Montana  received  for  federal  FY 
2003  would  be  used  to  provide  one-time  funding  for: 

•  Low  income  energy  assistance,  $500,000 

•  Grants  to  after-school  programs,  $375,000 

•  Training  and  office  improvements  for  local  public  assistance  offices  and  employment  training  contractors, 
$500,000 

These  spending  proposals  and  increases  in  TANF  cash  assistance  benefit  levels  are  not  included  in  the  executive  budget 
for  the  2007  biennium,  nor  has  the  financial  impact  of  these  changes  been  estimated  or  analyzed  by  legislative  staff. 
Further  information  on  these  spending  changes  will  be  presented  to  the  2005  Legislature. 

Agency  Issues 

Other  Issues 

Travis  D.  Settlement  Agreement  and  Potential  Cross  System  Impacts 

The  Travis  P.  litigation  was  a  class  action  lawsuit  filed  by  the  Montana  Advocacy  Program  (MAP)  in  1996  on  behalf  of 
individuals  with  developmental  disabilities.  The  lawsuit  sought  to  protect  the  civil  rights  of  individuals  with  disabilities 
and  the  provision  of  appropriate  community  services  for  individuals  with  disabilities.  The  class  of  plaintiffs  in  this  suit 
was  individuals  with  developmental  disabilities  who  are,  have  been,  or  will  be  residents  of  the  Montana  Developmental 
Center  (MDC)  or  Eastern  Montana  Human  Services  Center  (Eastmont)  during  a  specified  time  period.  The  defendants  in 
this  litigation  were  the  state  of  Montana,  MDC,  and  various  employees  of  the  state. 

On  February  5,  2004  a  court  ordered  settlement  agreement  of  this  litigation  was  signed.  This  settlement  agreement 
contains  a  number  of  provisions  specific  to  the  DD  system,  which  are  discussed  in  more  detail  in  the  narrative  for  the 
Disability  Services  Division.  In  addition  to  the  impact  of  the  settlement  agreement  on  the  DD  system,  potential  impacts 
on  other  disability  systems  are  summarized  below. 

Larger  Implications  of  the  Travis  D.  Settlement 

Legislative  legal  counsel  answered  a  number  of  legislative  questions  regarding  the  settlement  agreement  in  the  Travis  P. 
litigation  in  a  letter  dated  April  19,  2004.  This  letter  may  be  obtained  by  contacting  the  legislative  library.  The  legal 
analysis  highlights  some  potential  issues  and  impacts  of  the  Travis  P.  litigation  settlement  agreement  that  may  apply 
broadly  to  the  all  disability  service  systems  administered  by  PPHHS.  The  potential  impacts  may  be: 

•  Broader  Medicaid  eligibility  criteria 

•  Mandate  to  provide  certain  optional  Medicaid  services 

•  Equal  protection  concerns 

Broader  Medicaid  Eligibility  Criteria 

Section  B.l  0.1.1  of  the  settlement  agreement  provides  that  the  defendants  will  take  all  reasonable  actions  legally  and 
administratively  feasible  to  maximize  federal  funding  for  community  PP  programs  through  efforts  to  assist  persons  not 
currently  eligible  for  Medicaid  to  become  eligible  for  Medicaid.  It  would  seem  that  changing  Medicaid  eligibility  criteria 
so  that  more  developmentally  disabled  individuals  qualify  for  the  program  could  constitute  a  reasonable  and 
administratively  feasible  action  to  achieve  this  goal.  Any  change  to  expand  eligibility  and  increase  the  number  of 
developmentally  disabled  individuals  eligible  for  all  Medicaid  covered  services  would  be  applicable  to  other  disabled 
individuals. 
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Mandate  To  Provide  Certain  Optional  Medicaid  Services  and  Cost  Shift 

Section  B.9.3.1  requires  that  DPHHS  make  mental  health  and  dental  care  services  available  to  the  class  of  persons 
covered  by  the  Travis  P.  settlement.  These  services  are  considered  optional  Medicaid  services,  meaning  that  federal  rules 
allow  a  state  to  decide  whether  to  offer  such  services  as  part  of  its  Medicaid  program.  However,  the  settlement  has  made 
provision  of  those  services  mandatory  for  the  covered  class  of  persons.  This  part  of  the  settlement  removes  an  aspect  of 
administrative  flexibility  in  DPHHS  budget  management  and  shifts  the  cost  of  providing  services  from  the  DD  system 
appropriation  to  other  disability  systems.  For  example,  DPHHS  eliminated  payment  for  outpatient  Medicaid  mental  health 
services  for  adults  unless  they  have  a  serious  and  disabling  mental  illness.  The  settlement  will  reinstate  such  services  for 
the  covered  class  of  persons.  Since  the  cost  of  mental  health  services  is  funded  in  the  Addictive  and  Mental  Disorders 
Division,  this  aspect  of  the  settlement  agreement  shifts  costs  to  another  service  system. 

Equal  Protection  Concerns 

In  the  referenced  correspondence,  legislative  legal  counsel  notes  the  Equal  Protection  Clause  contained  in  section  1  of  the 
14th  Amendment  to  the  United  States  Constitution  and  the  equal  protection  guarantee  contained  in  Article  II,  section  4,  of 
the  Montana  Constitution.  These  clauses  "guarantee  equality  of  treatment  for  similarly  situated  individuals"  and  are 
referenced  regarding  potential  implications  of  the  settlement  agreement  in  provision  of  services  both  within  the  DD 
system  and  in  provision  of  services  in  other  disability  service  systems.  Legislative  legal  counsel  discusses  the  need  for  a 
rational  basis  establishing  criteria  for  providing  or  denying  services  and  comments  that  the  rational  basis  for  providing 
services  to  the  group  covered  by  the  settlement  agreement  and  denying  those  same  services  to  developmentally  disabled 
individuals  who  are  not  covered  by  the  settlement  agreement  is  difficult  to  discern.  It  also  would  seem  that  arguments 
based  on  equal  protection  provisions  might  apply  in  the  provision  of  dental  and  mental  health  services,  which  the 
settlement  agreement  requires  the  department  make  available  to  class  members  through  the  Montana  Medicaid  program, 
and  might  also  be  extended  to  other  institutional  populations  that  desire  community  based  services  rather  than  institutional 
services.  It  is  possible  that  such  arguments  might  be  used  to  influence  the  legislature  to  expand  and/or  equalize  the 
provision  of  services  within  and  among  groups  of  individuals  with  varying  disabilities  or,  on  the  other  hand,  to  reduce 
services  provided  to  certain  classes  of  individuals. 


1.1  I) 
ISSUE 


The  legislature  may  wish  to: 

Have  legislative  legal  counsel  review  with  the  Health  and  Human  Services  Joint  Appropriations  Subcommittee 

questions  and  responses  included  in  the  referenced  correspondence 

Direct  the  department  to  develop  and  implement  administrative  rules  that  prioritize  provision  of  services  based 

upon  clinical  criteria  and  financial  status  of  the  individual  (and  if  a  child,  the  child's  family  resources)  so  that 

similarly  situated  individuals  are  treated  the  same 

Consider  statutory  changes  to  limit  the  amount,  scope,  or  duration  for  services,  or  eligibility  for  services, 

including  the  potential  use  of  income  or  asset  criteria  to  determine  eligibility 

Conduct  an  interim  study  of  potential  actions  and  statutory  changes  that  might  be  desirable  to  address  the 

implications  of  the  settlement  of  this  case,  including  both  public  policy  and  system  financing  issues,  for 

presentation  to  the  next  legislature 


M.A.I.D.S.  Lawsuit 

In  September  2002,  the  Montana  Association  for  Independent  Disability  Services,  Inc.  (MAIDS)  and  several  individuals 
with  developmental  disabilities  filed  suit.  Defendants  in  the  MAIDS  lawsuit  include  the  Department  of  Public  Health  and 
Human  Services  and  key  department  and  state  personnel.  MAIDS  is  a  non-profit  organization  comprised  of  entities 
providing  community-based  services  to  individuals  with  developmental  disabilities.  This  suit  alleges  that  the  disparity  in 
wages  and  benefits  paid  to  employees  of  community  based  providers  verses  the  wages  and  benefits  paid  to  employees  of 
state  institutions  has  resulted  in  irreparable  and  unnecessary  harm  to  the  plaintiffs.  The  plaintiffs  allege  that  several 
statutory  and  constitutional  provisions  have  been  violated  and  seek:  1)  to  have  the  wage  and  benefit  disparity  between 
employees  of  state  run  institutions  and  community  providers  eliminated;  and  2)  to  have  uniform  Medicaid  reimbursement 
rates  established.  The  court  is  schedule  to  hear  this  lawsuit  in  August  of  2005. 
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A  finding  in  favor  of  the  plaintiffs  and  requiring  the  state  to  reimburse  contractors  at  a  level  that  provides  direct  care  wage 
rates  that  are  comparable  to  state  employees  would  likely  have  a  financial  impact  on  the  DD  system  that  would  be 
measured  in  terms  of  millions  of  dollars.  The  potential  for  similarly  situated  employee  groups  of  contractors  to  file  similar 
legal  actions  exist.  The  probability  and  magnitude  of  such  action  is  currently  unknown.  Furthermore,  how  such  a  finding 
might  impact  the  definition  of  employee  employer  relationships  and  other  aspects  of  labor  relations  and  compensation  has 
not  been  studied. 

Federal  Poverty  Level 

Figure  1 3  shows  the  2004  federal  poverty  level  index  by  family  size 
for  various  levels  of  poverty.  This  index  is  published  each  calendar 
year  and  updated  in  February  or  March.  Generally  the  federal 
poverty  level  index  increases  each  year  between  2  and  5  percent. 


Figure  13 

2004  Federal  Poverty  Index 

Levels  of  Poverty  by  Family  Size 

Family 

Percent  of  Federal  Poverty  Level 

Size 

30% 

100%           133%            150% 

175% 

200% 

1 

$2,793 

$9,310       $12,382         $13,965 

$16,293 

$18,620 

2 

3,747 

12,490       16,612           18,735 

21,858 

24,980 

3 

4,701 

15,670       20,841           23,505 

27,423 

31.340 

4 

5,655 

18,850       25,071           28,275 

32,988 

37,700 

5 

6,609 

22,030        29,300           33,045 

38,553 

44,060 

6 

7,563 

25,210        33,529           37,815 

44,118 

50,420 

7 

8,517 

28.390       37,759          42,585 

49.683 

56,780 

8 

9,471 

31.570       41,988           47,355 

55,248 

63,140 

Each  Additional 

Person 

954 

3,180         4,229            4,770 

5,565 

6.360 

Throughout  the  DPHHS  budget  analysis  there  are  references  to 

program  financial   eligibility  based  on  an  established  level   of 

poverty.   The  levels  of  poverty  shown  in  Figure  1 3  reflect  most  of 

the  financial  eligibility  levels  for  DPHHS  programs.  CHIP  financial 

eligibility  is  currently  150  percent  of  the  poverty  level.    Financial 

eligibility  for  some  Medicaid  programs  for  low-income  children  and 

pregnant  women  is  established  at  100  percent  and  133  percent  of  the 

federal  poverty  level.  MHSP  financial  eligibility  is  established  at  150  percent  of  the  poverty  level.  Chemical  dependency 

services  are  provided  to  individuals  with  incomes  below  200  percent  of  the  federal  poverty  level.    The  eligibility  and 

benefit  level  of  TANF  cash  assistance  is  established  at  about  30  percent  of  the  2002  federal  poverty  level  index.  TANF 

cash  assistance  eligibility  and  benefit  levels  are  no  longer  routinely  increased  as  the  federal  poverty  level  index,  rather 

they  have  remained  constant  based  upon  the  2002  federal  poverty  level  index. 


New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of 
each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fic/*al  lOClfi     _.                      

General               State               Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                 Fund               Special             Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  2  -  Continuation  of  PS  A  for  Mental  Health  Services  (Requires  Legislation) 

33                  0.00                      0          3,250,000                      0 

3,250,000 

0.00 

0 

3,250,000 

0 

3,250,000 

DP  3  -  Continuation  of  PSA  for  Independent  Living  (Requires  Legislation) 

10                   0.00                        0             228,766                        0 

228,766 

0.00 

0 

228,766 

0 

228,766 

DP  4  -  Continuation  of  PSA  for  Hospice  and  Home  Therapy  (Requires  Legislation) 

22                  0.00                      0            204,000                      0 

204,000 

0.00 

0 

204,000 

0 

204,000 

DP  5  -  Continuation  of  PSA  for  Child  Care  (Requires  Legislation) 

02                   0.00             315,342             350,711                        0 

666,053 

0.00 

232,885 

349,352 

0 

582,237 

DP  6  -  Continuation  of  PSA  for  Child  Support  Enforcement  (Requires  Legislation) 

05                  0.00                      0          1,263,678                      0 

1,263,678 

0.00 

0 

0 

0 

0 

DP  7  -  Continuation  of  PSA  for  MIAMI  (Requires  Legislation) 

07                   0.00                        0           1,100,000                        0 

1,100,000 

0.00 

0 

0 

0 

0 

DP  8  -  Continuation  of  PSA  for  Adult  Mental  Health  (Requires  Legislation) 

33                  0.00              99,214              99,215                      0 

198,429 

0.00 

99,214 

99,215 

0 

198,429 

DP  9  -  Continuation  of  PSA  for  Medicaid  (Requires  Legislation) 

11                   0.00                        0             601,571                        0 

601,571 

0.00 

0 

0 

0 

0 

DP  10  -  Continuation  of  PSA  for  Extended  Employment  (Requires  Legislation) 

10                   0.00                        0             270,639                        0 

270,639 

0.00 

0 

270,639 

0 

270,639 

DP  1 1  -  Continuation  of  PSA  for  AIDS  Prevention  (Requires  Legislation) 

07                  0.00                      0              84,000                      0 

84,000 

0.00 

0 

0 

0 

0 

DP  12  -  Continuation  of  PSA  for  Poison  Control  (Requires  Legislation) 

07                   0.00                        0               77,908                        0 

77,908 

0.00 

0 

0 

0 

0 

DP  38  -  Manage  Medicaid  Pharmacy  Program 

11                    1.00        (1,165,170)                        0        (3,353,302) 

(4,518,472) 

1.00 

(834,359) 

0 

(2,494,238) 

(3,328,597) 

DP  39  -  Movement  to  Community  Services 

10               (35.00)           (171,846)                        0           1,604,871 

1,433,025 

(35.00) 

(786,731) 

0 

1,508,243 

721,512 

DP  42  -  Enhance  Efficiency  of  Children's  Mental  Health  Svc 
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New  Proposals 
Program 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2007- 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


(418,384) 

(122,865) 

(14,426) 

0 

161,715 

0 

0 

97,500 

797,255 

798,863 

0 

1,978,929 

0 

0 


11  5.00  (55,958)  0 

DP  43  -  Medicaid  Cost  Analysis 

11  2.00  (19,573)  0 

DP  44  -  Medicaid  Passport  Services 

11  2.00  (13,425)  0 

DP  50  -  MT  Mental  Health  Nursing  Care  Center  Bed  Tax 

33  0.00  135,415  0 

DP  58  -  Enhance  Community  Psychiatric  Access 

33  0.00  66,987  0 

DP  68  -  Restore  Meals  on  Wheels  Funding 

22  0.00  257,000  0 

DP  69  -  Tribal  TANF  Maintenance  of  Effort 

02  0.00  51,031  0 

DP  70  -  Regional  Staffing  and  Operating 

33  3.00  0  0 

DP  81  -  Additional  Clients  in  Community  Based  Waiver 

22  0.00  330,245  0 

DP  83  -  Wait  List  Reduction 

10  0.00  326,138  0 
DP  86  -  Staff  Training  to  Reduce  Violence  and  Improve  Comm 

33  0.00  35,000  0 

DP  90  -  CHIP  Donations 

11  0.00  0  500,000 
DP  95  -  Montana  Veterans'  Home  Contingency  Fund  Line  Item 

22  0.00  0  250,000 

DP  101  -  Prior  Year  Authority-  Local  Board  Inspection  Funds 

07  0.00  0  100,000 

DP  1 1 0  -  Continuation  of  Hospital  Provider  Tax  (Requires  Legislation) 

11  0.00  0  8,640,550        20,859,450 

DP  1 1 1  -  MT  Tobacco  Use  Prevention  Fund  Switch  &  Reduction  (Requires  Legislation) 

07  2.00  183,992  (183,992) 

DP  1 12  -  Expand  Nurse  First  to  Non-Medicaid  Native  American 

11  0.00  0  1,000,000 

DP  1 14  -  Personal  Assistance  Base  Restoration 

22  0.00  223,196  0 

DP  1 1 5  -  Specialty  Clinic  Cost  Recovery  (Requires  Legislation) 

11  0.00  0  200,000 

DP  1 1 6  -  Montana  Veterans'  Home  Replacement  Vehicles 

22  0.00  0  85,000 

DP  1 17  -  Clinical  Laboratory  Specialist 

07  1.00  0  45,880 

DP  1 18  -  Eastern  Montana  Veterans'  Home  Flooring 

22  0.00  0  37,112 

DP  144  -  Higher  TANF  Work  Participation  Rates  -  OTO 

02  0.00  0  0 

DP  145  -  Energy  Conservation  and  Energy  Assistance  Bien-OTO 

02  0.00  0  0 

DP  146  -  Develop  System  of  Care  for  Children 

11  7.00  0  0 

DP  147  -  TANF  Incentive  Awards 

02  0.00  0  0 

DP  148  -  TANF  Diversionary  Projects 

02  0.00  0  0 
DP  149  -  Developmental  Disabilities  Program  -  Fed  Authority 

10  0.00  0  0 
DP  150  -  Restore  Children's  Therapeutic  Services 

11  0.00  0  0 
DP  152  -  Increased  Federal  Grants 

03  0.00  0  0 
DP  155  -  Rural  Access  to  Emergency  Devices  Grant 

07  0.00  0  0 

DP  1 56  -  Comprehensive  Cancer  Control  Program 

07  0.00  0  0 

DP  158  -  Smoke  Detector  &  Fall  Prevention  Grant 

07  0.00  0  0 

DP  159  -  Statewide  Emergency  Preparedness  Staff 

07  3.00  0  0 

DP  160  -  Early  Childhood  Comprehensive  System  Grant 

07  0.00  0  0 

DP  161  -  Libby  Asbestos  Program  Staffing 

07  2.00  0  0 

DP  163  -  Public  Health  Planner 

07  1.00  0  0 

|DP  164  -  Communicable  Disease  Monitoring  Staffing 


83,646 
0 
538,825 
0 
0 
0 
0 
1,850,000 
1,450,000 
1,116,289 
1,000,000 
1,000,000 
1,000,000 
722,970 
300,000 
275,000 
1 50,000 
145,000 
135.818 
100,000 
74,997 
43,580 


(474,342) 
(142,438) 
(27,851) 
135,415 
228,702 
257,000 
51,031 
97,500 
1,127,500 
1,125,001 
35,000 
2,478,929 
250,000 
100,000 
29,500,000 
83,646 
1,000,000 
762,021 
200,000 
85,000 
45,880 
37,112 
1,850,000 
1,450,000 
1,116,289 
1,000,000 
1,000,000 
1,000,000 
722,970 
300,000 
275,000 
150,000 
145.000 
135,818 
100,000 
74,997 
43,580 


5.00 

2.00 

2.00 

0.00 

0.00 

0.00 

0.00 

5.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

2.00 

0.00 

0.00 

0.00 

0.00 

1.00 

0.00 

0.00 

0.00 

7.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

3.00 

0.00 

2.00 

1.00 


(54,354) 
(24,179) 
(13,520) 
135,415 
68.428 
257,000 
51,031 
0 
557,615 
335,700 
35,000 
0 
0 
0 
0 
183,991 
0 
227,997 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
500,000 
250,000 
100,000 
9,078,326 
(183,991) 
1 ,000,000 
0 
200,000 
0 
45,752 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 


(395,714) 
(124,578) 
(14,559) 
0 
160,274 
0 
0 
162,500 
1,306,073 
789,300 
0 
1,899,232 
0 
0 
21,263,674 
83,412 
0 
534,024 
0 
0 
0 
0 
1,850,000 
0 
1,865,615 
1,000,000 
1,000,000 
1 ,000,000 
722,970 
400,000 
275,000 
150,000 
145,000 
135,440 
100,000 
74,794 
43,461 


(450,068) 
(148,757) 
(28,079) 
135,415 
228,702 
257,000 
51,031 
162,500 
1,863,688 
1,125,000 
35,000 
2,399,232 
250,000 
100,000 
30,342,000 
83,412 
1,000,000 
762,021 
200,000 


45,752 

0 

1,850,000 

1,865,615 

1,000,000 

1,000,000 

1,000,000 

722,970 

400,000 

275.000 

150,000 

145.000 

135,440 

100,000 

74,794 

43,461 
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New  Proposals 

-F 

iscal  2007- 
State 

General 

State 

Federal 

Total 

General 

Federal 

Total 

Program                FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

07                  1.00                      0 

0 

40,207 

40,207 

1.00 

0 

0 

40,098 

40,098 

DP  165  -  Environmental  Public  Health  Tracking  Staff 
07                   1.00                        0 

0 

37,188 

37,188 

1.00 

0 

0 

37,090 

37,090 

DP  166  -  Adult  Lead  Reporting 

07                   0.00                        0 

0 

25,000 

25,000 

0.00 

0 

0 

25,000 

25,000 

DP  167  -  Food  Stamp  Outreach 

02                   0.00                        0 

0 

10,000 

10,000 

0.00 

0 

0 

10,000 

10,000 

DP  168 -Bed  Tax  Funding 

10                  0.00             800,000 

0 

0 

800,000 

0.00 

800,000 

0 

0 

800,000 

DP  172  -  Increase  Funding  for  MT  Disability  &  Health  Prog 
07                   0.00                        0 

0 

450,000 

450,000 

0.00 

0 

0 

450,000 

450,000 

DP  177  -  Education  and  Training  Vouchers  for  Foster  Youth 
03                  0.00                      0 

0 

157,000 

157,000 

0.00 

0 

0 

157,000 

157,000 

DP  178  -  Social  Services  Stipend  Program 

03                   0.00                        0 

0 

1,200,000 

1,200,000 

0.00 

0 

0 

1,200,000 

1,200,000 

DP  1 87  -  Environmental  Laboratory  Chemist 

07                   1.00                        0 

0 

45,880 

45,880 

1.00 

0 

0 

45,752 

45,752 

DP  1 88  -  HIFA  Waiver  -  Medicaid  Redesign  (Requires  Legisla 
04                  0.00                      0 

ion) 
0 

0 

0 

6.00 

0 

0 

20,000,000 

20,000,000 

DP  189  -  Waiver  of  Deeming  (Requires  Legislation) 
04                   0.00                        0 

0 

0 

0 

0.00 

0 

100,000 

0 

100,000 

DP  1 90  -  Medicaid  Payment  Error  Rate  Measurement 
08                  6.00              56,551 

77,917 

134,468 

268,936 

8.00 

(170,464) 

325,800 

155,336 

310,672 

DP  191  -  Child  Support  Maintenance  Funding 

05                  0.00            396,345 

(396,345) 

0 

0 

0.00 

392,078 

(392,078) 

0 

0 

DP  192  -  CHIP  Enrollment  to  10,900  Children  (Requires  Legislation 
11                  0.00            937,253          (220,127) 

1,739,771 

2,456,897 

0.00 

789,099 

424,471 

3,056,212 

4,269,782 

DP  193  -  Chemical  Dependency  Admin  Fund  Switch 
33                   0.00               76,273 

(76,273) 

0 

0 

0.00 

24,919 

(24,919) 

0 

0 

Total                   3.00        $2,864,010       $17,590,210 

$36,215,245 

$56,669,465 

13.00 

$2,306,765 

$15,825,333 

$58,616,411 

$76,748,509 

Public  Health  &  Human  Services 


B-34 


SUMMARY 


Public  Health  &  Human  Services 


02-Human  And  Community  Services 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

450.61 

(6.17) 

0.00 

444.44 

(6.25) 

0.00 

444.36 

444.36 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

17,507,187 

5,580,843 

59,368 

14,243,871 

141,358,984 

0 

552 

634,734 

365,471 

0 

1,444,830 

27,716,858 

0 

0 

0 
0 
0 
0 
6,027,084 
0 
0 

18,141,921 

5,946,314 

59,368 

15,688,701 

175,102,926 

0 

552 

624,193 

436,856 

0 

1,687,642 

37,545,935 

0 

0 

0 
0 
0 
0 
4,493,268 
0 
0 

18,131,380 

6,017,699 

59,368 

15,931,513 

183,398,187 

0 

552 

36,273,301 

11,964,013 

118,736 

31,620,214 

358,501,113 

0 

1,104 

Total  Costs 

$178,750,805 

$30,161,893 

$6,027,084 

$214,939,782 

$40,294,626 

$4,493,268 

$223,538,699 

$438,478,481 

General  Fund 
State/Other  Special 
Federal  Special 

22,929,286 

159,542 

155,661,977 

382,863 

100,000 

29,679,030 

366,373 

350,711 

5,310,000 

23,678,522 

610,253 

190,651,007 

442,666 

100,000 

39,751,960 

283,916 

349,352 

3,860,000 

23,655,868 

608,894 

199,273,937 

47,334,390 

1,219,147 

389,924,944 

Total  Funds 

$178,750,805 

$30,161,893 

$6,027,084 

$214,939,782 

$40,294,626 

$4,493,268 

$223,538,699 

$438,478,481 

Program  Description 

The  Human  and  Community  Services  Division  (HCSD)  consist  of  four  bureaus  each  managing  a  group  of  programs.  The 
Public  Assistance  Bureau  administers  Montana's  Temporary  Assistance  to  Needy  Families  (TANF)  program  and  provides 
eligibility  services  for  Medicaid  and  food  stamps.  The  Early  Childhood  Services  Bureau  manages  child  care  subsidy 
programs,  contracts  providing  child  care  eligibility,  provider  recruitment,  and  technical  assistance;  administers  the  Child 
and  Adult  Care  Food  Program  (CACFP)  reimbursement  to  child  care  providers  for  the  cost  of  meals  served  to  eligible 
children  and  adults;  and  administers  the  head  start  state  collaboration  grant.  The  Intergovernmental  Human  Services 
Bureau  (MSB)  administers  a  number  of  programs  providing  housing  services,  weatherization  services,  and  energy  and 
commodity  assistance  including:  the  Community  Services  block  grant,  Low-Income  Energy  Assistance  Program  (LIEAP), 
some  Housing  and  Urban  Development  (HUD)  grants,  and  United  States  Department  of  Agriculture  (USDA)  food 
distribution  and  commodities  grants.  This  bureau  also  maintains  a  warehouse  facility.  The  division  fiscal  bureau 
coordinates  implementation  and  monitoring  of  the  division's  budget. 

Figure  14  summarizes  funding  for  the  division  by  major  function.  Public  assistance  related  programs  including  eligibility 
determination,  TANF,  and  Food  Stamp  programs  account  for  almost  74  percent  of  the  funding  provided  to  the  division. 
Child  care  related  services  including  child  care  subsidy  programs  and  the  CACFP  account  for  about  1 6  percent  of  the 
division's  funding,  while  energy  and  commodity  assistance  programs  account  for  the  remaining  10  percent. 

Statutory  authority  is  in  Title  53,  Chapter  2,  MCA,  and  45  CFR. 
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Program  Highlights 


Human  and  Community  Services 
Major  Budget  Highlights 


General  fund  support  for  the  division  increases  6  percent  when  the 

2007  and  2005  biennia  are  compared,  and  total  funding  for  the 

division  increases  19  percent  between  the  two  biennia,  primarily  due 

to   increases   in  general   fund   support   for  statewide  present   law 

adjustments  and  child  care,  and  federal  funds  supporting  food  stamp 

benefits,  child  care,  and  TANF  related  programs 

The  requested  budget  includes  use  of  a  TANF  reserve  of  about  $20 

million  to  fund  child  care,   incentive  awards,   work  participation 

activities,  and  diversionary  programs 

The  division  requests  that  general  fund  support  for  TANF  MOE  not  be 

reduced  due  to  the  implementation  of  tribal  TANF  plans  and  requests 

an  increase  in  the  general  fund  supporting  TANF  MOE 

The  department  requests  continuation  of  the  diversion  of  a  portion  of 

the  tobacco  settlement  proceeds  to  support  child  care 

Food  Stamp  benefits,  which  are  entirely  federally  funded,  are  expected 

to  exceed  $100  million  per  year  beginning  in  FY  2007 

A  provider  rate  increase  for  child  care  providers  that  was  not  included 

in  the  2005  biennium  budget  was  effective  in  July,  2004 


Major  LFD  Issues 


Federal  TANF  funds  spending  plans  and  reserves 

Additional  general   fund  TANF  MOE  support  requested  to  fund 

transfers  to  tribes  with  Tribal  TANF  plans 

TANF  cash  assistance  caseload  estimates 

Use  of  TANF  funds  for  child  care 

Some  childcare  costs  are  funded  entirely  from  the  general  fund 

Department  requests  continuation  of  the  diversion  of  a  portion  of  the 

tobacco  settlement  proceeds  to  support  child  care 

Food  Stamp  caseload  estimate 

General  fund  used  to  support  TANF  cash  assistance  during  the  base 

year  remains  in  the  base,  although  the  division  has  requested  that 

TANF  cash  assistance  costs  be  funded  entirely  with  federal  funds  in 

the  2007  biennium 


Program  Narrative 

Figure  15  summarizes  by  fund  type  the  benefit  and  grant  budget  segments  of  the  division.  As  illustrated  in  the  figure, 
Food  Stamp  benefits,  which  are  entirely  federally  funded,  comprise  almost  57  percent  of  the  benefit  budget  for  the 
division.  TANF  cash  assistance  (17  percent),  child  care  (1 1  percent)  and  energy  and  commodity  assistance  (1 1  percent) 
are  the  next  largest  benefit  programs  administered  by  this  division.  The  remaining  four  percent  of  the  benefits  budget 
supports  TANF  employment  and  training  benefits. 
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Three  programs,  the  Child  and  Adult  Care  Food  Program  (61  percent),  child  care  (35  percent),  and  the  Head  Start 
Collaboration  Project  (4  percent)  account  for  the  grant  expenditures  of  the  division. 

Child  care 

The  division  administers  child  care  programs,  the  majority  of  which  are  funded  by  the  Child  Care  Development  Fund 
(CCDF)  block  grant.  Federal  child  care  programs  were  revised  and  changed  at  the  time  welfare  reform  was  passed  by 
Congress.  Among  the  TANF  requirements  is  that  states  provide  child  care  assistance  to  TANF  families  when  the  family 
is  engaged  in  activities  designed  to  assist  the  family  in  becoming  self-sufficient.  In  addition  to  providing  services  to 
TANF  families,  child  care  programs  also  provide  subsidies  for  low-income  working  families,  and  support  licensing  and 
registration  of  child  care  providers  and  activities  related  to  assuring  quality  child  care.  Under  child  care  block  grant 
regulations,  states  are  required  to  expend  a  minimum  of  four  percent  of  the  funding  on  child  care  quality  activities. 

The  child  care  block  grant  consists  of  three  streams  of  funds  known  as  the  mandatory,  matching,  and  discretionary 
funding  streams.  The  mandatory  funding  stream  requires  that  states  expend  state  and  local  funds  at  a  minimum  level 
known  as  the  maintenance  of  effort  (MOE)  in  order  to  receive  the  federal  funds  available  through  this  funding  stream. 
Montana's  child  care  block  grant  MOE  is  $1,313,990  per  year.  Child  care  block  grant  MOE  is  unique  in  that  it  is  about 
the  only  instance  where  state  spending  may  count  toward  two  federal  requirements.  State  funds  spent  for  child  care  block 
grant  MOE  may  also  count  toward  TANF  MOE. 

Under  the  child  care  matching  funding  stream,  states  are  reimbursed  for  eligible  child  care  expenditures  at  the  federal 
medical  assistance  participation  (FMAP)  rate  and  must  provide  state  and  local  funds  to  match  the  federal  funds. 
Montana's  FMAP  rate  is  about  70  percent  and  the  state  share  of  expenses  under  the  matching  funding  stream  is  about  30 
percent.  The  discretionary  funding  stream  is  entirely  federally  funded,  and  no  state  match  is  required  in  order  for  states  to 
expend  these  funds.  However,  states  must  expend  the  mandatory  funding  stream  before  it  may  expend  the  discretionary 
funding.  Additionally,  states  may  transfer  a  portion  of  the  TANF  grant  to  the  child  care  discretionary  fund.  Once 
transferred,  TANF  funds  take  on  the  spending  attributes  and  restrictions  of  the  fund  they  were  transferred  into. 

As  illustrated  in  Figure  16,  spending  supporting  child  care  related  activities  has  exceed  $20  million 
each  year  in  FY  2001  through  2004,  and  is  projected  to  exceed  $26  million  in  FY  2005  through  2007. 


Ill) 
COMMENT 


While  child  care  spending  through  the  mandatory  and  matching  funding  streams  have  been  relatively 
consistent  (with  the  exception  of  a  slight  increase  during  the  2005  biennium  due  to  carry-forward  funds  that  were 
available),  spending  through  the  discretionary  fund  is  more  varied.  This  is  caused  primarily  by  the  flexibility  provided 
states  to  transfer  a  portion  of  the  TANF  grant  to  the  child  care  block  discretionary  funding  stream.  Montana  has  utilized 
this  flexibility  to  boost  the  level  of  child  care  funding  available  to  TANF  and  low-income  working  families  to  avoid  a 
waiting  list  for  child  care  subsidies  and  with  the  goal  of  enabling  families  to  continue  working  rather  than  receiving  TANF 
cash  assistance.  The  proposed  budget  maintains  child  care  funding  for  the  2007  biennium  by  transferring  TANF  funds  to 
child  care. 

This  balancing  act  between  child  care  and  TANF  emerged  during  the  2003  session  when  the  legislature  transferred  $3 
million  of  TANF  funds  to  child  care  to  decrease  the  waiting  list  so  that  families  could  work  rather  than  receive  TANF 
cash  assistance.  Based  upon  the  TANF  caseload  at  that  time,  it  was  estimated  that  this  transfer  of  funds  equated  to  a 
potential  reduction  in  the  monthly  cash  assistance  payment  level  of  about  $25  per  case  per  month 

The  following  narrative  discusses  two  issues  related  to  child  care  that  the  legislature  may  wish  to  consider. 
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LFD 

COMMENT  CONT 


First,  the  combined  general  fund  and  state  special  revenue  (from  the  diversion  of  tobacco 
settlement  proceeds)  requested  by  the  executive  exceeds  the  amount  necessary  to  draw  down  the 
federal  matching  funds  included  in  the  budget  request  by  $747,226  for  the  biennium. 


Thus,  some  child  care  costs  will  be  funded  entirely  from  general  fund  or  state  special  revenue.  The  department  states  that 
this  level  of  funding  is  needed  to  maintain  child  care  funding  at  the  requested  level.  The  legislature  may  wish  to  consider: 

•  Whether  or  not  it  wishes  to  fund  some  child  care  entirely  with  general  fund  or  state  special  revenue  funds 

•  Reducing  general  fund  and  state  special  revenue  funding  for  child  care  to  the  level  required  to  draw  down  all 
available  federal  funds 

Second,  the  department  has  indicated  that  federal  discretionary  funds  included  in  the  executive  budget  are  overstated  by 
$864,764  in  FY  2006  and  $945,979  in  FY  2007.  The  legislature  may  wish  to  remove  these  federal  funds  from  the 
requested  budget. 


Figure  16 

Agency-wide  Summary  of  Child  Care  Funding 

by  Funding  Stream 

Fiscal  2001 

Through  2007 

Actual 

Actual 

Actual 

Actual 

Estimated 

Requested 

Requested 

Description 

SFY2001 

SFY  2002 

SFY  2003 

SFY  2004 

SFY  2005 

SFY2006 

SFY  2007 

General  Fund: 

Maintenance  of  Effort 

$1,313,990 

$1,313,990 

$1,313,990 

$1,313,990 

$1,313,990 

$1,313,990 

$1,313,990 

Matching 

1,557,335 

1,531,499 

1,634,445 

1,645,427 

637,872 

1,941,706 

1,915,465 

Other  (non  HCSD) 

119,128 

112,662 

75,962 

93,143 

93,143 

93,143 

93,143 

Total  General  Fund 

2,990,453 

2,958,151 

3,024,397 

3,052,560 

2,045,005 

3,348,839 

3,322,598 

Annual  Percent  Change 

-1.1% 

2.2% 

0.9% 

-33.0% 

63.8% 

-0.8% 

Non  General  Fund  Match: 

State  Spec.  Revenue  (PSF) 

0 

557,000 

1,443,000 

350,711 

349,352 

Other 

13,099 

11,250 

Federal  Funds: 

Title  XX,  Social  Services  Blk  Grant 

46,000 

46,000 

46,000 

46,000 

36,908 

46,000 

46,000 

CCDF  Administrative  (non  HCSD) 

125,923 

151,442 

160,935 

573,550 

573,550 

573,550 

573,550 

CCDF  Administrative  (HCSD) 

940,633 

909,754 

923,674 

558,450 

678,899 

554,270 

554,009 

CCDF  Mandatory 

1,681,290 

1,895,012 

1,868,692 

2,086,199 

3,086,400 

2,086,199 

2,086,199 

CCDF  Match 

3,763,051 

3,657,824 

4,242,370 

5,241,053 

6,196,101 

4,162,804 

4,162,804 

CCDF  Discretionary  (non  HCSD) 

427,045 

560,296 

562,588 

567,068 

568,000 

583,673 

583,673 

CCDF  Discretionary 

12,968,755 

17,715,968 

13,219,262 

8,826,112 

12,056,711 

15,627,389 

15,627,276 

Total  Federal  Funds 

19,952,697 

24,936,296 

21,023,521 

17,898,432 

23,196,569 

23,633,885 

23,633,511 

Total  Expenditures 

$22,943,150 

$27,894,447 

$24,061,017 

$21,519,242 

$26,684,574 

$27,333,435 

$27,305,461 

Percent  Change 

21.6% 

-13.7% 

-10.6% 

24.0% 

2.4% 

-0.1% 

Compound  Rate  of  Change 

21.6% 

2.4% 

-2.1% 

3.8% 

3.6% 

2.9% 

Calculation  of  State  Funds  Needed  for  Match 

State  General  Fund  and  Special  Revenue  Available  to  be  Matched 

$2,292,417 

$2,264,817 

Federal  Matching  Funds  Available 

4,162,804 

4,162,804 

Total  Matching  Stream 

$6,455,221 

$6,427,621 

State  Match  as  Percent  of  Total  Per  Executive  Budget 

35.51% 

35.24% 

State  Match  Required  (percentage) 

29.24% 

29.91% 

Funds  Required  to  Fully  Match  Available  Federal  Matching  Funds 

$1,887,507 

$1,922,501 

State  Match  Funding  (Over)AJnder  Federal  Requirements 

($404,910) 

($342,316) 

Although  the  2005  biennium  budget  approved  by  the  legislature  did  not  include  provision  of  a  provider  rate  increase,  the 
department  granted  a  rate  increase  to  child  care  providers  that  was  effective  in  July,  2004.  Department  staff  indicated  the 
estimated  rate  increase  was  12  percent  above  the  FY  2004  level,  and  that  rates  had  not  been  increased  in  the  past  four 
years.  Federal  child  care  regulations  require  that  states  demonstrate  equal  access  to  child  care  services  exist  for  recipients 
of  child  care  subsidies,  and  state  use  of  a  periodic  market  survey  and  establishment  of  rates  at  or  above  the  75th  percentile 
of  the  market  survey,  to  measure  compliance  with  this  requirement. 
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Temporary  Assistance  for  Needy  Families  (TANF) 

Background 

One  of  the  largest  programs  administered  by  the  division  is  the  TANF  program.  The  TANF  block  grant  program  was 
created  in  1996  by  federal  legislation  commonly  known  as  "welfare  reform".  Under  welfare  reform  legislation,  TANF 
replaced  the  program  formerly  known  as  Aid  to  Families  with  Dependent  Children  (AFDC). 

Requirements 

Under  TANF  states  are  eligible  to  receive  a  set  amount  of  federal  funding  as  a  block  grant.  These  funds  may  not  be  drawn 
from  the  federal  government  until  they  are  expended.  In  order  for  a  state  to  receive  a  TANF  block  grant,  the  state  must 
continue  to  spend  state  and  local  funds  at  a  level  commonly  referred  to  as  the  maintenance  of  effort  (MOE).  States  must 
maintain  a  MOE  of  at  least  80  percent  of  the  historical  level  of  effort  (as  determined  under  federal  regulation)  and  may 
reduce  their  MOE  to  75  percent  of  the  historical  level  if  work  participation  rates  are  met.  States  must  also  meet  other 
federal  requirements  such  as  fulfilling  data  reporting  requirements,  limiting  beneficiaries  to  a  maximum  of  60  months  of 
assistance  in  their  lifetime,  and  beneficiary  assignment  of  child  support  to  the  state.  Additionally,  states  must  maintain  a 
child  support  enforcement  program  that  meets  the  requirements  of  Title  IV -D  of  the  Social  Security  Act  in  order  to  be 
eligible  for  federal  TANF  funds. 

Allowable  Uses 

TANF  funds  must  be  expended  to  achieve  one  of  four  purposes  of  the  program  as  specified  in  federal  law:  1 )  to  provide 
assistance  to  needy  families;  2)  to  end  dependency  of  needy  parents  by  promoting  job  preparation,  work,  and  marriage;  3) 
to  prevent  and  reduce  out  of  wedlock  pregnancies;  or  4)  to  encourage  the  formation  and  maintenance  of  two-parent 
families. 

TANF  funds  may  be  transferred  to  the  child  care  block  grant  and/or  the  Title  XX,  Social  Services  Block  Grant.  The  total 
funds  transferred  from  the  TANF  grant  may  not  exceed  30  percent  of  the  grant  award.  Montana  has  historically 
transferred  a  large  amount  of  TANF  funds  to  the  child  care  block  grant  for  child  care  and  some  funds  to  Title  XX  for  use 
in  the  foster  care  and/or  developmental  disabilities  programs.  In  addition  to  the  use  of  TANF  funds  transferred  to  Title  XX 
for  foster  care,  some  TANF  funds  are  also  used  for  protective  service  programs.  Prior  to  the  implementation  of  the  TANF 
block  grant,  some  state  child  welfare  expenditures  were  eligible  for  reimbursement  under  the  former  AFDC  program. 
These  expenditures  became  part  of  the  historical  level  of  expenditures  that  were  used  as  a  basis  for  calculating  the  amount 
of  the  state's  block  grant.  The  use  of  TANF  funds  for  child  welfare  continues  to  be  an  allowable  use  of  TANF  funds  if  the 
state  had  this  use  included  in  its  approved  state  plan  under  the  prior  AFDC  program. 

Expenditure  of  Federal  TANF  Grant 

Figure  17  summarizes  the  TANF  grant  and  grant  expenditures  for  FY  2004  through  2009.  The  federal  grant  award  varies 
somewhat  from  year  to  year  depending  upon  whether  or  not  the  state  is  awarded  a  performance  bonus,  any  new  tribal 
TANF  plans  are  implemented,  or  any  previous  Tribal  TANF  plans  are  adjusted.  Tribal  TANF  plans  and  their  impact  on 
the  TANF  grant  to  the  state  and  the  state's  MOE  are  discussed  in  a  later  section  of  this  narrative. 
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Figure  17 

Summary  of  Temporary  Assistance  for  Needy  Fami 

ies  (TANF)  Grant 

Fiscal  2004  Through  2009 

Actual 

Dept.  Est. 

Requested 

Requested 

Projected 

Projected 

Description 

SFY  2004 

SFY  2005 

SFY2006 

SFY  2007 

SFY  2008 

SFY  2009 

Beginning  Balance 

$7,037,060 

$19,688,676 

$23,563,483 

$15,771,568 

$7,307,626 

($1,156,316) 

Grant  Award 

48,020,033 

41,805,364 

42,228,001 

42,228,001 

42,228,001 

42,228,001 

Expenditures: 

Cash  Assistance* 

20,290,788 

21,721,072 

23,981,252 

24,734,032 

24,734,032 

24,734,032 

FAIM  Phase  IIR 

New  Spending  Proposals 

0 

1,897,787 

3,850,000 

3,850,000 

3,850,000 

3,850,000 

Administrative  and  Other  Costs 

6,765,172 

6,056,780 

6,188,851 

6,189,448 

6,189,448 

6,189,448 

Child  Support  Enforcement 

0 

0 

0 

0 

0 

0 

Foster  Care 

4,314,231 

4,017,119 

4,314,231 

4,314,231 

4,314,231 

4,314,231 

Total  Expenditures 

$31,370,191 

$33,692,758 

$38,334,334 

$39,087,71 1 

$39,087,711 

$39,087,711 

Transfers: 

Title  XX,  Soc  Svc.  Block  Grant 

$1,998,226 

$1,998,226 

$1,998,226 

$1,998,226 

$1,998,226 

$1,998,226 

Childcare  Discretionary  Fund 

2,000,000 

2,239,573 

9,687,356 

9,606,006 

9,606,006 

9,606,006 

Total  Transfers 

3,998,226 

4,237,799 

11,685,582 

11,604,232 

11,604,232 

11,604,232 

Ending  Balance 

$19,688,676 

$23,563,483 

$15,771,568 

$7,307,626 

($1,156,316) 

($9,620,258) 

Maximum  Transfer: 

30%  combined  Title  XX  &  CCDF 

$14,406,010 

$12,541,609 

$12,668,400 

$12,668,400 

$12,668,400 

$12,668,400 

*Notes: 

Cash  assistance  costs  reported  here 

may  not  be  total  cash  assistance  costs  since  general  fund  may  also  be  used  to  pay 

a 

portion  of  these  costs. 

Data  sources  include  MBARS,  SBAHRS  link  system  and  DPHHS  worksheets 

Dollars 

45.000.000 

40,000,000 
35,000,000 
30,000.000 
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Figure  18 


Annual  Cash  Assistance  Costs 


Total  cash  assistance  costs  are  illustrated  in  Figure  1 8.  Cash  assistance  costs  comprise  the  single  largest  use  of  the  TANF 

grant  since  welfare  reform,  and  expenditures  for  this  purpose  have  ranged  from  $20  million  in  FY  2004  to  $32  million  in 

FY  2003,  consuming  more  than  50  percent  of  the  annual  grant  award.  During  FY  2004  total  cash  assistance  costs  were 

$22.6  million,  with  about  $2.3  million  being  funded  from  the  general  fund  rather  than  federal  funds.  During  the  2003 

legislative  session  the  department  expressed  concern  that  the  level  of  cash  assistance  expenditures  were  increasing,  the 

demand  for  federal  TANF  funds  would  exceed  the 

availability,  and  this  level  of  expenditure  was  not 

sustainable  within  the  federal  grant.  The  department 

informed  the  legislature  that  it  was  contemplating  a 

reduction  in  the  monthly  cash  assistance  payment  to 

families.    This  situation  contrasted  greatly  with  the 

2001  session,  when  more  than  $20  million  in  TANF 

carry-over  funds  (reserves)  remained  unexpended. 

The  legislature  included  the  following  language  in 

the  fiscal  report  for  the  2003  biennium  to  guide  the 

department  in  its  consideration  of  a  cash  assistance 

payment  reduction: 

"When       TANF       benefit       expenditure 

projections  exceed  a  sustainable  level  for 

the    12-month    period,    benefits    may    be 

reduced  to   a   level  that  would   maintain 

solvency  of  the  block  grant.  The  trigger  and  process  for  benefit  reduction  is  as  follows: 
1)       An  average  monthly  TANF  expenditure  amount  will  be  calculated  based  on  three  consecutive  months 
beginning  July  1,  2003  of  benefit  expenditures  and  benefits  will  not  be  reduced  prior  to  December  2003.  This 
average  will  be  projected  over  a  12-month  period  and  if  the  projection  exceeds  the  budgeted  amount 
available  for  benefits,  then; 


FY  1997  FY  1998  FY  1999  FY  2000  FY  2001  FY  2002  FY  2003  FY  2004 
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2)  The  department  will  certify  to  the  Office  of  Budget  and  Program  Planning  that  benefit  expenditures  are 
projected  to  exceed  the  available  grant. 

3)  The  new  benefit  level  will  be  set  by  using  an  average  of  actual  benefit  expenditures  over  a  period  of  time  that 
captures  seasonal  variations  in  the  amount  of  benefits  needed. 

4)  If  during  this  biennium  benefit  levels  are  reduced  under  the  circumstances  above,  this  process  and  benefit 
levels  will  be  revisited  during  the  next  legislative  session." 

The  department  adopted  changes  in  the  Administrative  Rules  of  Montana  (ARM)  and  reduced  the  benefit  level  and 
monthly  cash  assistance  payment  levels  effective  August  1,  2003.  In  general,  during  FY  2004  the  cash  assistance 
caseload  continued  to  decline.  As  expenditures  for  cash  assistance  benefits  decreased,  TANF  carry-forward  funds 
(reserves)  increased  and  the  department  ended  FY  2004  with  approximately  $20  million  in  TANF  reserves.  The  2003 
Legislature  was  concerned  that  the  projected  cash  assistance  costs  might  not  be  realized  and  included  the  following 
language  in  HB  2: 

Item  1  includes  $31,769,235  of  federal  funds  in  FY  2004  and  $31,769,235  of  federal  funds  in  FY  2005  to  fund 
cash  assistance  benefits  provided  under  Montana's  temporary  assistance  for  needy  families  (TANF)  grant.  If 
caseloads  decrease  below  this  level  of  funding,  resulting  in  a  surplus  of  federal  TANF  funds,  the  following 
priorities  may  be  funded: 

(1)  child-care  subsidies; 

(2)  a  "rainy  day"  fund  of  up  to  $4  million; 

(3)  training  and  education  programs  to  achieve  employment  in  higher  wage  jobs,  including  programs  offered  by 
tribal  colleges;  or 

(4)  supportive  services  needed  for  employment  of  TANF  recipients. 


During  the  current  biennium,  the  department  plans  to  utilize  a  portion  of  the  carry-over  funds  for 
childcare  and  to  maintain  a  "rainy  day"  fund  of  $4  million.  However,  it  does  not  appear  that  the 
department  funded  any  additional  training  and  education  programs  or  supportive  services  during  the 
current  biennium. 


Ill) 
COMMENT 


Cash  Assistance  Caseload  Projection 

Figure  19  provides  a  visual  illustration  of  the 
monthly  TANF  cash  assistance  caseload  from 
July  1996,  the  first  year  of  welfare  reform, 
through  September  2004.  As  the  graph  illustrates, 
the  trend  in  cash  assistance  caseloads  was  a 
decrease  from  July  1996  until  October  2000,  at 
which  time  the  caseload  began  to  increase.  In 
response  to  this  increasing  trend  and  concern 
regarding  the  adequacy  and  sustainability  of 
funding  for  these  costs  within  the  federal  TANF 
grant,  the  department  implemented  a  reduction  in 
the  monthly  cash  assistance  payment  and  related 
benefit  level  used  to  determine  eligibility  for  the 
program.  Additionally,      the      department 

discontinued  the  historical  practice  of  passing 
inflationary  increases  in  the  federal  poverty  level 
through  to  the  cash  assistance  payment  and 
benefit  levels.  Cash  assistance  payment  and  benefit 


Figure  19 


Monthly  TANF  Cash  Assistance  Cases 
July  1996 -October  2004 
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levels  are  currently  based  upon  the  2002  federal  poverty  level  index. 


Since  the  department  implemented  the  reduction  in  cash  assistance  payment  and  benefit  levels,  the  caseload  has  been 
declining,  decreasing  from  6,185  cases  in  July  2003  prior  to  the  benefit  reduction  to  5,731  in  August  2003,  the  first  month 
of  reduced  benefits.  The  cash  assistance  caseload  has  continued  to  decrease,  reaching  a  low  of  4,937  in  October  2004. 
While  the  caseload  has  not  returned  to  its  previous  low  of  4,390  (October  2000),  it  does  seem  to  be  on  a  decreasing  trend 
at  this  time. 
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The  implementation  of  significant  policy  changes  has  made  cash  assistance  caseloads  more  difficult  to  project.  While 
seasonal  peaks  and  valleys  continue  to  occur,  how  high  and  low  they  will  be  is  more  difficult  to  predict.  Policy  decisions, 
some  of  which  have  been  delegated  via  statute  to  the  department,  may  be  changed  through  the  administrative  rule  process 
and  change  the  trend  of  caseload  cost  and  volume.  Policy  changes,  such  as  the  reduction  in  payment  and  benefits  levels 
and  discontinuation  of  the  pass-through  of  inflationary  adjustments,  were  implemented  by  the  department  and  change  the 
nature  of  caseload  trends.  The  department  is  estimating  that  the  cash  assistance  caseload  will  increase  3  percent  each  year 
between  FY  2004  and  2007. 


LFD 
ISSUE 


This  projected  increase  contradicts  current  experience,  which  is  a  decline  in  caseload  and  costs.  Additionally, 
the  fact  that  the  benefit  level  is  no  longer  increased  as  inflationary  adjustments  in  the  federal  poverty  level 
index  occurs  should  result  in  fewer  households  becoming  eligible,  since  increases  in  wages  and  other  income 
sources  due  to  inflationary  adjustments  will  likely  result  in  households  losing  eligibility.  It  is  difficult  to  predict  how 
other  factors  such  as  economic  conditions,  the  availability  of  employment,  the  barriers  or  skills  possessed  by  recipients, 
and  the  availability  or  lack  of  child  care  subsidies  impact  cash  assistance  eligibility  and  caseloads.  While  3  percent  per 
year  is  a  relatively  small  caseload  increase,  it  would  seem  that  current  conditions  and  current  department  policies  are  such 
that  the  realization  of  this  level  of  caseload  increase  may  be  questionable. 

In  the  event  economic  conditions  and  employment  opportunities  are  favorable,  child  care  subsidies  are  available,  and 
current  department  policies  remain  in  place,  the  potential  for  continued  decline  in  the  cash  assistance  caseload  might  be 
more  likely  than  an  increase,  or  that  the  rate  of  increase  may  be  less  than  3  percent  per  year.  However,  the  potential  down 
side  of  an  increase  in  caseload  that  exceeds  projections  may  be  highly  undesirable  depending  upon  legislative  policies  and 
priorities  related  to: 

•  Maintenance  of  a  TANF  reserve  verses  usage  of  projected  unspent  TANF  funds 

•  Funding  of  child  care  assistance 

•  Maintenance  of  TANF  and  child  care  spending  within  the  federal  grant  or  use  of  general  fund  to  provide  added 
support  to  TANF  and  child  care  related  programs. 

The  level  of  funding  the  legislature  may  wish  to  appropriate  for  cash  assistance  could  vary  greatly  depending  upon  what 
policies  are  implemented  with  regard  to  the  items  above.  For  example, 

•  In  the  event  that  the  legislature  wishes  to  maintain  a  limited  amount  of  TANF  funds  in  reserve,  it  may  wish  to 
provide  more  funding  for  cash  assistance  benefits  so  that  an  unanticipated  increase  in  costs  does  not  result  in 
additional  reductions  in  the  monthly  payment  and  benefit  level 

•  In  the  event  a  large  reserve  of  TANF  funds  is  maintained,  the  legislature  may  wish  to  appropriate  less  for  cash 
assistance  benefits  and  rely  on  the  available  reserve  to  fund  any  unanticipated  increase  in  cash  assistance  costs 

Additionally,  as  illustrated  in  the  Figure  17,  if  the  assumption  is  made  that  the  amount  of  the  federal  grant  and 
expenditures  of  the  grant  remain  the  same  in  FY  2008  and  2009  as  are  included  in  the  requested  budget  for  FY  2007,  a 
negative  ending  balance  in  the  federal  TANF  grant  would  occur  in  FY  2008.  The  ending  balance  of  federal  TANF  funds 
becomes  negative  because  the  combined  total  of  annual  expenditures  and  transfers  (to  the  child  care  block  grant  and  Title 
XX)  exceed  the  amount  of  the  annual  grant  award.  Thus,  the  legislature  must  determine  how  it  wishes  to  approach  the 
potential  sustainability  of  TANF  expenditures  into  future  biennia.  The  legislature  may  wish  to: 

•  Prioritize  TANF  spending,  considering  only  the  2007  biennium,  since  the  future  is  unpredictable  and 
circumstances  are  likely  to  change  prior  to  the  2009  and  future  biennia 

•  Prioritize  TANF  spending  with  consideration  given  to  future  biennia  usage  and  spending  demands  upon  the 
federal  TANF  grant 

In  summary,  there  are  several  inter-related  policy  issues  for  the  legislature  to  consider  when  prioritizing  and  planning  for 
expenditure  of  federal  TANF  funds.  These  policy  issues  include: 

•  What  if  any  level  of  TANF  reserves  (or  carry-over)  funds  does  the  legislature  wish  to  maintain? 

•  What  level  of  TANF  cash  assistance  costs  does  the  legislature  wish  to  budget? 

•  How  does  the  legislature  wish  to  balance  competing  priorities,  such  as  cash  assistance  verses  child  care,  for 
expenditure  of  the  federal  TANF  funds? 

•  Does  the  legislature  wish  to  consider  longer-term  sustainability  of  expenditures  within  the  federal  TANF  funding 
level  currently  available  or  only  the  2007  biennium? 
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Tribal  TANF  Plans 

Under  federal  regulations,  any  federally  recognized  tribe  that  wishes  to  operate  its  own  Tribal  TANF  plan  may  seek  and 
receive  federal  approval  to  do  so.  In  the  event  that  a  tribe  or  tribes  opts  to  operate  a  Tribal  TANF  plan,  the  state's  federal 
TANF  grant  and  required  MOE  level  are  reduced  by  the  proportional  amount  equal  to  the  grant  awarded  to  the  tribe  or 
tribes.  Figure  20  illustrates  the  reduction  in  federal  TANF  funds  and  general  fund  MOE  due  to  changes  in  Tribal  TANF 
plans. 

Prior  to  the  2005  biennium,  Montana's  federal  TANF  grant  and  state  MOE  requirement  were  reduced  when  the 
Confederated  Salish  and  Kootenai  Tribes  (3.5  percent)  and  Fort  Belknap  Indian  Community  (2.1  percent)  obtained  federal 
approval  to  operate  Tribal  TANF  plans.  During  the  2005  biennium,  Montana's  federal  TANF  grant  and  MOE  level  were 
once  again  adjusted  downward  due  to  implementation  of  a  Tribal  TANF  plan  by  the  Chippewa  Cree  Tribe  of  the  Rocky 
Boys  (2.8  percent)  and  because  calculation  of  the  funds  associated  with  the  two  Tribal  TANF  plans  implemented  prior  to 
the  2005  biennium  were  revised  (from  3.5  and  2.1  percent  to  4.7  and  2.2  percent,  Salish  Kootenai  and  Fort  Belknap  Indian 
Community,  respectively). 

Additionally,  the  Blackfeet  Tribe  is  in  the  process  of  developing  and  applying  for  a  tribal  TANF  plan.  The  department 
estimates  that  the  TANF  grant  and  MOE  will  be  reduced  by  an  additional  6.8  percent  in  FY  2005  if  the  Blackfeet  Tribe 
implements  a  tribal  TANF  plan.  As  illustrated  in  Figure  20,  Montana's  federal  TANF  grant  and  state  MOE  have  been 
reduced  by  9.7  percent  due  to  the  implementation  of  Tribal  TANF  plans.  In  the  event  that  the  Blackfeet  Tribe  implements 
a  Tribal  TANF  plan,  this  reduction  is  estimated  to  increase  to  a  total  of  16.5  percent. 
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While  the  state  TANF  MOE  requirement  is  decreasing  due  to  the  implementation  of  Tribal  TANF  plans,  the 
executive  budget  requests  additional  general  fund  support  ($5 1 ,03 1  annually)  for  TANF  MOE.   This  request 
for  additional  TANF  MOE  funding,  applicable  statutory  provisions,  and  legislative  options  related  to  the 
requested  increase  are  discussed  below. 


ISSII 


As  illustrated  in  Figure  21  for  the  2007  biennium,  the  reduction  in  the 
general  fund  MOE  that  Montana  must  spend  is  $649,391  annually  (not 
including  the  reduction  due  to  the  Blackfeet  Tribal  TANF  plan,  if 
implemented).  While  provision  of  the  federal  funds  to  the  tribe  is 
required  under  federal  law,  there  is  no  such  federal  requirement  for  state 
MOE  funds.  However,  the  legislature  has  provided  statutory  guidance 
on  this  issue.  53-4-210(3)  MCA  states: 

If  a  Montana  Indian  tribe  or  combination  of  tribes  receives 
approval  to  implement  a  tribal  family  assistance  plan  and 
chooses  to  base  their  share  of  the  federal  temporary  assistance 
for  needy  families  block  grant  on  the  same  federal  FY  1994 
service  population  as  they  plan  to  serve  under  the  tribal  family 
assistance  plan,  the  legislature  shall  continue  to  provide  the 
Indian  tribe  or  combination  of  tribes  with  a  proportionate  state 
share  of  cash  assistance  benefits  based  on  the  maintenance  of 
effort  level  established  by  the  legislature  for  that  biennium  or 
the  maintenance  of  effort  level  set  in  statute. 
And  53-4-210(7)  states: 

The  department  shall  transfer  to  each  new  tribal  family 
assistance  plan  after  April  28,  1999,  $100,000  of  general  fund 
money  from  existing  general  fund  appropriation  authority  for 
each  of  the  fiscal  years  of  the  succeeding  biennium  for  the  use 
of  each  tribe  implementing  a  family  assistance  plan. 


Description 


Figure  21 

Summary  of  TANF  MOE  Funding  Request* 
Decision  Package  (DP)  69 


Amount 


FY  2004  TANF  MOE* 

$14,833,318 

Annual  Reduction  Due  to  Tribal  TANF  Plans 

Recalculation  of  Salish  Kootenai 

(186,625) 

Recalculation  of  Fort  Belknap  Comm. 

(16,736) 

New  Plan  -  Chippewa  Cree,  Rocky  Boy 

(446,030) 

Total  Reduction  in  State  MOE  Requirements 

(649,391) 

Revised  State  MOE  Requirement 

$14,183,927 

Payments  to  Tribes  Required  Per  State  Statute: 

Fort  Belknap  Community 

256,156 

Chippewa  Cree,  Rocky  Boy 

$444,266 

Total  Required  Payments  to  Tribes 

$700,422 

Additional  General  Fund  Requested  in 

Executive  Budget 

$51,031 

'Notes: 

Information  contained  in  this  figure  was  provided  by  DPHHS. 
Currently,  TANF  MOE  is  budgeted  at  75  percent  of  the 
historical  cost  level.  This  is  the  minimum  level  allowable 
under  federal  regulations.  States  must  meet  TANF  work 
participation  requirements  in  order  to  reduce  MOE  to  the  75 
percent  level. 

States  are  required  to  meet  the  MOE  spending  level  on  a 
federal  fiscal  year  basis  and  in  Montana  the  executive  has 
chosen  to  meet  the  MOE  spending  level  on  a  state  fiscal  year 
basis. 


Because  the  general  fund  provided  to  a  tribe  or  tribes  may  be  structured  and  expended  in  a  manner  that  allows  it  to  be 
counted  toward  the  state  MOE,  the  legislature  has  historically  reduced  the  general  fund  support  for  the  division  by  an 
amount  equal  to  the  reduction  in  the  state  MOE  requirement  and  required  the  department  to  comply  with  the  statutory 
provision  governing  pass-through  of  a  portion  of  the  general  fund  MOE  to  a  tribe  or  tribes.  In  essence,  the 
implementation  of  Tribal  TANF  plans  has  allowed  a  portion  of  the  state  general  fund  expenditures  to  do  "double  duty"  by 
providing  a  reduction  in  the  overall  general  fund  expenditure  level  and  counting  general  fund  provided  to  the  tribes  as 
state  MOE. 

Historically,  the  division  has  objected  to  this  action  by  the  legislature  because: 

1)  General  fund  support  for  programs  operated  by  the  division  is  reduced  in  essence  twice,  once  through  a 
reduction  in  the  general  fund  appropriated  to  the  division,  and  again  through  the  statutory  requirement  that  a 
portion  of  the  remaining  general  fund  appropriation  be  provided  to  the  tribe(s) 

The  division  is  concerned  that  the  implementation  and  reduction  in  general  fund  MOE  appropriations 
multiple  times  erodes  the  level  of  funding  available  to  serve  tribal  and  non  tribal  recipients  of  the  state's 
TANF  plan 

The  complexity  and  difficulty  of  program  administration  is  increased 

The  current  statutory  requirements  governing  the  provision  of  this  funding  to  the  tribes  does  not  appear  to 
allow  the  department  to  withhold  this  funding  if  the  tribe  does  not  agree  to  expend  the  funds  in  a  manner  than 
"counts"  as  TANF  MOE 


2) 


3) 
4) 
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LFD 

ISSUE  CONT 


The  executive  budget  requests  $51,031  general  fund  each  year  of  the  biennium  to  fund  the  difference 
between  the  reduction  in  the  required  MOE  level  ($649,391)  and  the  estimated  payments  due  to  the 
tribes.  In  other  words,  the  division  requests:  1)  that  the  MOE  level  not  be  reduced  due  to  the 
implementation  of  tribal  TANF  plans;  and  2)  that  funds  be  appropriated  to  the  division  to  fund  the  statutory  requirements 
of  53-4-210  MCA.  A  portion  of  this  funding  request  directly  conflicts  with  the  requirements  of  53-4-210(7),  MCA  which 
states  "of  general  fund  money  from  existing  appropriations".  Clearly  the  legislature  did  not  plan  for  additional  general 
fund  to  be  appropriated  in  order  for  the  division  to  meet  the  statutory  requirement  of  53-4-210(7),  MCA.  There  are  three 
distinct  decisions  for  the  legislature  to  make: 

1)  Does  the  legislature  wish  to  reduce  the  general  fund  appropriated  to  the  division  for  MOE,  since  the  federally 
required  level  of  MOE  has  been  reduced? 

2)  Does  the  legislature  wish  to  provide  an  appropriation  to  the  division  for  the  purposes  specified  in  53-4- 
210(3)  MCA? 

3)  Does  the  legislature  wish  to  provide  an  appropriation  to  the  division  for  the  purposes  specified  in  53-4- 
210(7)  MCA? 

In  addition  to  requesting  funding  in  HB  2,  the  department  requested  legislation  (LC0283)  changing  the  statutory 
provisions  of  53-4-210  MCA.  If  passed  and  approved,  LC0283  would  require  the  department  to  provide  the  funding 
specified  in  53-4-210  MCA  to  a  tribe  or  tribes,  only  if  an  appropriation  for  the  specific  purpose  of  that  statutory  provision 
was  provided  by  the  legislature.  Thus,  provision  of  general  fund  support  would  become  optional  and  be  required  only  if 
the  legislature  specifically  appropriated  funds  for  that  purpose. 


TANF  Reauthorization 

The  original  authorization  of  the  TANF  block  grant  by  Congress  expired  September  30,  2002.  Reauthorization  of  the 
TANF  grant  has  been  pending  in  Congress  for  some  time.  Currently,  the  block  grant  has  been  continued  as  it  exists 
through  March,  2005.  Congress  will  probably  take  up  reauthorization  of  the  block  grant  when  it  reconvenes.  While  the 
various  bills  introduced  to  reauthorize  TANF  vary  significantly,  they  do  contain  some  common  threads.  Most  versions  of 
TANF  reauthorization  include: 

•  Increased  hours  of  work  participation  for  recipients 

•  Increased  levels  (percentages  of  caseload)  that  must  be  participating  in  work  activities 

•  A  narrowing  of  the  definition  of  activities  that  meet  the  federal  definition  of  work,  including  limits  on  the  number 
of  hours  of  job  search  activities  that  may  be  counted,  and  months  of  training  activities  and  chemical  dependency 
treatment  that  may  be  counted 

Montana  will  be  challenged  to  find  more  jobs,  for  more  hours  per  week,  with  less  flexibility  in  the  definition  of  activities 
that  fulfill  the  federal  definition  of  work.  For  example,  there  will  be  a  limit  on  the  number  of  hours  of  job  search, 
education,  and  training  that  may  be  counted  toward  the  federal  requirements.  Additionally,  time  spent  in  substance  abuse 
and  treatment  programs  that  counts  as  work  hours  may  be  limited  in  duration  and  frequency.  Recipients  will  be  required 
to  spend  more  hours  per  week  in  work  activities  and  a  larger  percentage  of  the  caseload  will  be  required  to  participate  in 
work  activities.  Compliance  with  work  participation  rates  is  important  because  if  a  state  is  in  compliance,  the  percentage 
of  historical  expenditures  that  must  be  spent  as  MOE  can  be  reduced  to  75  percent,  which  Montana  has  done.  If  work 
participation  rates  are  not  met,  maintenance  of  effort  must  be  expended  equal  to  80  percent  of  the  historical  expenditure 
level,  an  increase  of  about  $1  million  annually  for  Montana. 

Federal  changes  in  the  TANF  program  are  anticipated  to  impact  the  provision  of  childcare.  The  state  will  likely  find  it 
difficult  to  supply  adequate  childcare  to  families  subject  to  the  TANF  work  requirements,  and  the  programmatic 
requirements  of  the  TANF  grant  will  be  more  difficult  to  fulfill.  At  this  time  it  is  unclear  how  much,  if  any,  additional 
federal  funds  will  be  made  available  to  states  to  assist  with  the  impact  new  regulations  will  have  on  the  demand  for 
childcare  services.  It  appears  that  Congress  may  authorize  TANF  appropriations  at  the  same  level  as  prior  years  and  that 
no  increase  in  the  grant  will  be  provided.  The  TANF  grant  remains  at  the  same  level  as  that  authorized  in  the  1996 
welfare  reform  legislation. 
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In  2000  and  2001  as  reauthorization  approached  there  was  indication  that  states  might  not  be  allowed  to  continue  to  carry- 
forward unexpended  TANF  funds.  Recent  news  has  contained  no  indications  or  discussions  regarding  discontinuing  the 
practice  of  allowing  states  to  carry  forward  unexpended  TANF  funds. 

Food  Stamp  Benefits 

Food  Stamp  benefit  costs,  which  are  entirely  federally  funded,  are  summarized  in  Figure  22.  The  department  estimates 
that  annual  food  stamp  benefit  costs  will  exceed  $100  million  beginning  in  FY  2007.  The  growth  in  Food  Stamp  benefit 
costs  has  been  quite  dramatic  since  FY  2002,  rising  from  $56  million  per  year  to  over  $100  million  per  year  in  just  5 
years.  In  FY  2002  electronic  benefit  transfer  (EBT)  of  these  benefits  was  implemented  and  food  stamps  became  a 
budgeted  expenditure.  Previous  to  FY  2002  food  stamp  benefits  were  issued  using  a  coupon  and,  because  the  funds  did 
not  flow  through  the  state  treasury,  they  were  not  a  budgeted  item. 

The  department  attributes  the  increase  in  food  stamp  benefits  to  several  factors  including:  1)  decreased  stigma  associated 
with  receipt  of  the  benefits  since  benefits  are  now  distributed  via  a  debit/credit  type  card  rather  than  in  coupon  form;  and 
2)  changes  in  the  federal  laws  governing  food  stamps  that  made  income  reporting  less  cumbersome  and  frequent,  allowed 
the  provision  of  benefits  to  illegal  aliens,  and  now  disregards  any  vehicles  owned  by  the  family  in  determining  eligibility 
for  benefits.  Additionally,  there  is  great  federal  emphasis  on  outreach  activities.  It  has  been  estimated  that  only  about  58 
or  59  percent  of  the  households  in  Montana  that  are  eligible  for  food  stamps  receive  them.  This  figure  is  consistent  with 
national  statistics.  The  federal  agency  administering  the  food  stamp  program  (USDA)  is  interested  in  utilizing  outreach 
efforts  to  increase  the  number  of  eligible  households  receiving  food  stamp  benefits. 
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111) 
ISSUE 


The  department  has  estimated  that  food  stamp  benefit  costs  will  increase  9.5  percent  per  year  each  year  of  the 
2005  biennium.  Given  that  these  costs  have  recently  increased  by  double-digit  percentages  and  the  average 
annual  rate  of  increase  between  FY  1999  and  2004  has  been  slightly  more  than  8  percent,  this  projected 

increase  appears  consistent  with  longer-term  historical  trends,  but  potentially  understated  when  more  recent  trends  are 

considered. 


Medicaid  Offset 

On  a  nationwide  basis,  the  federal  budget  proposes  reducing  federal  reimbursement  for  Medicaid  administrative  costs  by 
$300  million.  This  is  the  amount  of  costs  that  were  assumed  in  the  TANF  grant  when  it  was  calculated,  and  which  has 
also  been  reimbursed  under  the  federal  Medicaid  program.  The  proposed  federal  budget  would  discontinue  the  allowance 
of  these  costs  under  the  Medicaid  program  and  prohibit  states  from  using  TANF  funds  to  pay  these  costs.  Montana's 
share  of  the  $300  million  nationwide  reduction  is  a  $646,000  annual  reduction  in  reimbursement  for  administrative  costs 
of  the  Medicaid  program.  The  budget  as  submitted  by  the  department  to  the  Office  of  Budget  and  Program  Planning 
included  a  request  for  $1,292,000  general  fund  for  the  biennium  to  fund  an  item  referred  to  as  "the  Medicaid  offset"  for 
this  item.  However,  the  executive  did  not  including  funding  for  this  item  in  the  budget  request.  The  executive  budget 
request  does  include  language  that  indicates  that  modification  of  the  budget  may  be  necessary,  pending  federal  action  on 
this  issue. 


Ill) 
ISSLK 


In  that  event  that  the  proposed  federal  budget  becomes  law  with  this  adjustment  included,  the  department  will 
be  required  to  repay  $1,292,000  during  the  2007  biennium.  If  an  appropriation  for  this  purpose  is  not  provided 
to  the  division,  the  general  fund  to  repay  this  amount  would  come  from  other  general  fund  appropriations 
within  the  department.  The  department  has  not  determined  what  actions  would  be  taken  to  make  general  fund  available 
for  this  purpose.  It  is  possible  that  general  fund  reductions  would  be  necessary  in  other  areas  of  the  division  and/or 
department.  Given  that  the  bulk  of  the  general  fund  support  for  this  division  supports  TANF  MOE,  child  care  block  grant 
MOE,  and  is  used  as  match  to  draw  down  federal  funds,  it  may  be  difficult  for  the  division  to  "free-up"  this  amount  of 
general  fund  while  still  meeting  mandated  requirements.  Thus,  it  might  be  necessary  for  the  department  to  "free-up"  a 
portion  of  this  funding  through  reductions  in  other  divisions  and  programs.  Additionally,  reductions  made  may  be  greater 
in  total  than  $1,292,000  due  to  the  loss  of  federal  matching  funds. 

If  the  legislature  provides  an  appropriation  to  the  division  for  this  purpose,  it  may  wish  to  restrict  any  appropriation  made 
for  this  purpose  only.  If  the  appropriation  is  restricted  in  use,  the  funds  would  revert  to  the  general  fund  if  they  are  not 
expended  for  this  specific  purpose. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 

The  HCSD  is  supported  primarily  by  federal  funds.  Federal  funds  comprise  89  percent  of  the  division's  funding.  General 
fund  provides  1 1  percent  of  the  division's  funding,  while  state  special  revenues  account  for  less  than  half  of  one  percent  of 
the  division's  funding.  The  general  fund  supporting  this  division  is  utilized  to: 

•  Achieve  TANF  MOE  spending  requirements 

•  Achieve  child  care  block  grant  MOE  spending  requirements 

•  Match  federal  programs  such  as  Medicaid  and  food  stamp  eligibility  determination,  and  child  care  benefits 
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Program  Funding  Table 

Human  And  Community  Serv 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  22,929,286 

12.8% 

$  23,678,522 

11.0% 

$  23,655,868 

10.6% 

02375  6901-02  Indrct  Activty  Prog  02 

533 

0.0% 

533 

0.0% 

533 

0.0% 

02698  690 1 0-Prevention&Stabilization 

- 

- 

350,711 

0.2% 

349,352 

0.2% 

02931  Food  Stamp  Recoupment  Account 

111,166 

0.1% 

111,166 

0.1% 

111,166 

0.0% 

02974  Univ  Low-Income  Energy  Assist 

47,843 

0.0% 

147,843 

0.1% 

147,843 

0.1% 

03066  81.042  Bpa 

222,578 

0.1% 

376,089 

0.2% 

381,272 

0.2% 

03096  Discretionary  Child  Care 

8,809,980 

4.9% 

15,766,824 

7.3% 

15,766,711 

7.1% 

031 09  Tanf  Benefits 

21,217,027 

11.9% 

28,681,170 

13.3% 

29,434,547 

13.2% 

03204  Energy  Conservation:  Exxon 

- 

- 

450,000 

0.2% 

- 

- 

03208  Abstinence  Education  Blk  Grant 

211,773 

0.1% 

211,773 

0.1% 

211,773 

0.1% 

03236  Child  Nutrition 

8,673,838 

4.9% 

9,510,039 

4.4% 

9,747,235 

4.4% 

03250  Child  Care  Manditory/Moe 

2,086,199 

1.2% 

2,086,199 

1.0% 

2,086,199 

0.9% 

03251  Child  Care  Admin 

422,131 

0.2% 

414,758 

0.2% 

414,497 

0.2% 

03252  Child  Care  Matching 

5,241,053 

2.9% 

4,162,804 

1.9% 

4,162,804 

1.9% 

03323  Energy  Conservation:  Stripper 

- 

- 

1,000,000 

0.5% 

- 

- 

03382  03  Indirect  Activity  Prog  02 

9,605,847 

5.4% 

9,950,221 

4.6% 

9,957,893 

4.5% 

03519  93.045  -  Aging  Meals  100% 

28,130 

0.0% 

36,324 

0.0% 

36,150 

0.0% 

03523  93.566  -  Refugee  Soc.  Serv 

79,631 

0.0% 

79,631 

0.0% 

79,631 

0.0% 

03539  93.600  Headstart 

152,498 

0.1% 

152,442 

0.1% 

152,543 

0.1% 

03543  6901-Foodstamp  Outreach  10.561 

1,060 

0.0% 

11,060 

0.0% 

11,060 

0.0% 

03544  10.561  -  Fs  E  &  T  -  50% 

167,589 

0.1% 

167,589 

0.1% 

167,589 

0.1% 

03545  10.561  -  Fs  E  &  T  - 100% 

341,515 

0.2% 

341,515 

0.2% 

341,515 

0.2% 

03546  10.561  -  Fs  Adm  -  Fed  Exp  50% 

152,765 

0.1% 

161,675 

0.1% 

161,094 

0.1% 

03547  10.568  -  Emerg  Food  Assist  100 

168,361 

0.1% 

184,323 

0.1% 

183,487 

0.1% 

03548  10.569  -  Food  Distr  -  Fed  Exp 

1,619,917 

0.9% 

1,829,626 

0.9% 

1,827,877 

0.8% 

03550  14.231  -  Emerg  Shelter  -  Hud  5 

357,718 

0.2% 

388,843 

0.2% 

388,843 

0.2% 

03552  81.042  -  Weather  Ben  100% 

2,285,864 

1.3% 

2,569,404 

1.2% 

2,568,309 

1.1% 

03571  93.566  -  Off  Ref  Reset  Adm  10 

9,994 

0.0% 

9,994 

0.0% 

9,994 

0.0% 

03572  93.568  -  Lieap  Blk  Grt  Adm 

11,901,294 

6.7% 

11,901,294 

5.5% 

11,901,294 

5.3% 

03573  93.569  -  Csbg  Adm 

3,017,353 

1.7% 

3,225,513 

1.5% 

3,225,099 

1.4% 

03579  93.667  -  Ssbg  -  Benefits 

46,000 

0.0% 

46,000 

0.0% 

46,000 

0.0% 

03580  6901-93.778  -  Med  Adm  50% 

112,336 

0.1% 

127,267 

0.1% 

127,460 

0.1% 

03669  Doe  Region  8 

49,001 

0.0% 

99,246 

0.0% 

149,246 

0.1% 

03677  6901-Cacfp  10.558  &  10.560 

381,910 

0.2% 

497,363 

0.2% 

502,363 

0.2% 

03678  6901 -Food  Stamp  Benefits 

77,555,762 

43.4% 

95,313,455 

44.3% 

104,333,514 

46.7% 

03679  6901-Hopwa  Cfda#14-241 

355,615 

0.2% 

483,599 

0.2% 

483,599 

0.2% 

03824  Child  Care  Apprenticeship  Prog 

- 

- 

766 

0.0% 

764 

0.0% 

03955  Elderly  Refugee  Grant 

55,832 

0.0% 

55,832 

0.0% 

55,832 

0.0% 

03965  Csfp 

331,406 

0.2% 

358,369 

0.2% 

357,743 

0.2% 

Grand  Total 

178,750,805 

100.0% 

214,939,782 

100.0% 

223,538,699 

100.0% 

Food  stamp  benefit  funding,  which  is  federal  funding  that  passes  through  the  state,  comprises  more  than  46  percent  of  the 
division's  total  funding.  Funding  from  the  TANF  grant  for  benefit  costs  comprises  13  percent  of  the  funds  for  the 
division.  Other  than  general  fund,  no  other  funding  source  comprises  more  than  10  percent  of  the  division's  funding. 

Biennial  Budget  Comparison 

Figure  23  compares  2005  biennium  support  for  the  division  with  the  requested  2007  biennium  budget.  General  fund 
support  for  the  division  increases  6  percent  due  to  requested  increases  in  statewide  present  law  adjustments  and  childcare 
funding.  State  special  revenue  support  nearly  doubles  due  to  the  impact  of  the  prevention  and  stabilization  funding  for 
childcare.  Federal  funds  increase  20  percent  due  to  increases  in  food  stamp  benefits,  cash  assistance,  and  other  federal 
programs. 
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Figure  23 

2005  Biennium 

Compared  to  2007  Biennium 

Human  and  Community  Services  Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium  2007  Biennium  of  Total 

Change 

Incr/Decr 

FTE 

452.20 

444.36 

(7.84) 

Personal  Services 

$35,824,425 

$36,273,301 

8.3% 

$448,876 

1.3% 

Operating 

11,115,467 

11,964,013 

2.7% 

848,546 

7.6% 

Equipment 

84,457 

118,736 

0.0% 

34,279 

40.6% 

Grants 

30,835,741 

31,620,214 

7.2% 

784,473 

2.5% 

Benefits/Claims 

292,166,032 

358,501,113 

81.8% 

66,335,081 

22.7% 

Debt  Service 

93,981 

1,104 

0.0% 

(92,877) 

-98.8% 

Total  Costs 

$370,120.103 

$438,478,481 

100.0% 

$68,358,378 

18.5% 

General  Fund 

$44,764,961 

$47,334,390 

10.8% 

$2,569,429 

5.7% 

State  Special 

669,793 

1,219,147 

0.3% 

549,354 

82.0% 

Federal  Funds 

324,685,349 

389,924,944 

88.9% 

65,239,595 

20.1% 

Total  Funds 

$370,120,103 

$438,478,481 

100.0% 

$68,358,378 

18.5% 

Benefit  and  claims  costs  increase  $66  million,  or  23  percent.  This  amount  includes  increases  in  food  stamp  benefits, 
TANF  cash  assistance  caseload,  and  child  care  increases. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

1 ,672,725 

1.666,167 

Vacancy  Savings 

(767,180) 

(766,898) 

Inflation/Deflation 

(14,710) 

(14,499) 

Fixed  Costs 

13,510 

13,546 

Total  Statewide  Present  Law  Adjustments 

$904,345 

$898,316 

DP  41  -  Child  Care  Match  Reduction 

0.00            (19.063) 

0 

(1,078,249) 

(1,097,312) 

0.00 

37,153 

0 

(1,078,249) 

(1,041,096) 

DP  54  -  Offices  of  Public  Assistance  Rent  Increase 

0.00              64,390 

0 

64,389 

128,779 

0.00 

74,958 

0 

74,959 

149,917 

DP  1 00  -  Energy  Assistance  Increases 

0.00                      0 

100,000 

1,094,671 

1,194,671 

0.00 

0 

100,000 

1,144,671 

1,244,671 

DP  1 19  -  Food  Stamp  Benefit  Increases 

0.00                      0 

0 

17,757,693 

17,757,693 

0.00 

0 

0 

26,777,752 

26,777,752 

DP  120  -  Child  Care  Discretionary  Fund  Increases 

0.20                      0 

0 

6,906,315 

6,906,315 

0.20 

0 

0 

6,906,315 

6,906,315 

DP  1 25  -  TANF  Benefits  Assistance  Increase 

0.00                      0 

0 

3,690,464 

3,690,464 

0.00 

0 

0 

4,443,244 

4,443.244 

DP  127  -  Child  and  Adult  Care  Food  Program  Increase 

0.00                      0 

0 

954,830 

954,830 

0.00 

0 

0 

1,197,642 

1.197.642 

DP  9999  -  Statewide  FTE  Reduction 

(6.37)           (138,946) 

0 

(138.946) 

(277,892) 

(6.45) 

(141,067) 

0 

(141,068) 

(282,135) 

Total  Other  Present  Law  Adjustments 

(6.17)           ($93,619) 

$100,000 

529,251,167 

$29,257,548 

(6.25) 

($28,956) 

$100,000 

$39,325,266 

$39,396,310 

Grand  Total  All  Present  Law  Adjustments 

$30,161,893 

$40,294,6:6 
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DP  41  -  Child  Care  Match  Reduction  -  The  executive  requests  a  $18,090  general  fund  increase  and  a  $2  million  reduction 
in  funding  to  adjust  child  care  matching  funds  for  changes  in  the  federal  medical  assistance  participation  rate  (FMAP)  and 
the  level  of  federal  funding  that  is  anticipated  for  the  2007  biennium.  The  federal  match  fund  is  one  funding  stream 
within  the  Child  Care  Development  Fund  (CCDF).  In  order  for  a  state  to  draw  federal  match  dollars,  it  must  expend  state 
or  local  matching  funds  at  the  FMAP  rate  and  it  must  also  meet  the  federal  child  care  block  grant  maintenance  of  effort 
requirements.  The  executive  anticipates  that  less  federal  matching  funds  will  be  available  in  the  2007  biennium  than  is 
included  in  the  base  budget,  because  carryover  funds  that  existed  and  were  expended  in  FY  2004  will  not  exist  in  the  2007 
biennium.  Therefore,  a  reduction  in  federal  funding  is  requested.  Additionally,  an  increase  in  general  fund  is  requested 
because  the  FMAP  rate  for  the  2007  biennium  decreases,  requiring  a  larger  state  match. 


LFD 
ISSUE 


Please  refer  to  the  division  narrative  for  a  discussion  of  child  care  and  the  general  fund  and  state  special 
revenue  appropriated  to  match  federal  child  care  funds. 


DP  54  -  Offices  of  Public  Assistance  Rent  Increase  -  The  department  is  requesting  $139,348  general  fund  and  $278,696 
total  funds  for  increased  rental  costs  for  local  Offices  of  Public  Assistance  (OP A).  The  largest  increase  in  rent  will  occur 
in  Glacier  County  ($61,002  in  the  first  year  and  $62,220  in  the  second  year)  due  to  the  relocation  of  the  office  to  a  new 
building. 

DP  100  -  Energy  Assistance  Increases  -  This  decision  package  requests  $2,439,342  in  state  special  revenue  and  federal 
funds  for  the  biennium  for  anticipated  increases  in  seven  federal  grants  and  the  universal  low  income  energy  assistance 
state  special  revenue  providing  housing,  weatherization,  and  energy  and  commodity  assistance.  Anticipated  grant 
increases  range  from  about  $7,000  to  $285,000  per  year  and  vary  among  grants. 

DP  119  -  Food  Stamp  Benefit  Increases  -  The  executive  requests  $44  million  federal  funds  for  the  biennium  to  fund 
increases  in  food  stamp  benefits.  The  department  anticipates  that  annual  food  stamp  benefit  expenditures  will  exceed 
$100  million  during  FY  2007.  Food  stamp  benefits  increase  due  to  caseload  growth  and  poverty  level  adjustments 
(expanded  eligibility).  Contributing  factors  to  the  increase  in  food  stamp  benefits  include  changes  made  by  the  2002  farm 
bill  (expanded  eligibility  for  aliens,  less  frequent  (six-month)  reporting  and  federal  funding  for  outreach  activities)  and  a 
decrease  in  the  monthly  TANF  cash  assistance  grant  to  families. 


DP  120  -  Child  Care  Discretionary  Fund  Increases  -  The  executive  requests  $13.8  million  federal  funds  to  increase  child 
care  discretionary  fund  spending.  The  executive  seeks  to  maintain  the  total  funding  for  child  care  budget  at  $25.6  million 
per  year.  The  department  proposes  transferring  a  substantial  amount  of  the  funding  needed  to  sustain  childcare  at  this 
level  from  the  TANF  block  grant  to  child  care.  Under  federal  regulation  the  state  must  provide  child  care  to  TANF 
families  who  are  mandated  to  participate  in  activities  designed  to  help  them  become  self-sufficient.  Child  care  assistance 
is  also  used  to  help  transitioning  TANF  and  low-income  families  pay  child  care  expenses. 


DP  125  -  TANF  Benefits  Assistance  Increase  -  The  executive  requests  $8.1  million  federal  funds  for  the  biennium  to 
support  a  projected  three  percent  per  year  increase  in  the  TANF  cash  assistance  caseload. 
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The  proposed  budget  requests  that  sufficient  federal  TANF  funds  be  appropriated  to  fund  the  entire  anticipated 
costs  of  cash  assistance  benefits  in  the  2007  biennium.  However,  general  fund  was  used  to  fund  a  portion  of 
these  benefits  in  the  base  year  and  this  general  fund  remains  budgeted  as  funding  for  cash  assistance  benefits. 
The  executive  indicated  that  the  general  fund  would  be  used  to  fund  supportive  services  in  the  2007  biennium.  However, 
the  requested  budget  does  not  reflect  this  usage.  Because  the  general  fund  used  in  the  base  budget  to  support  cash 
assistance  was  part  of  the  TANF  MOE,  the  department  needs  to  continue  to  expend  these  funds  on  activities  that  count  as 
TANF  MOE.  The  legislature  may  wish  to: 

•  Decrease  the  federal  funding  appropriated  for  cash  assistance  benefits  by  the  amount  of  general  fund  included  in 
the  cash  assistance  benefit  budget 

•  Reallocate  the  general  fund  included  in  the  cash  assistance  benefit  budget  to  other  budgetary  items  so  that  the 
legislative  budget  accurately  reflects  how  these  fund  will  be  used 

Please  refer  to  the  narrative  for  this  division  for  a  discussion  of  the  cash  assistance  caseload  increase. 


DP  1 27  -  Child  and  Adult  Care  Food  Program  Increase  -  The  executive  requests  $2.2  million  federal  funds  to  support  an 
anticipated  2.3  percent  increase  in  program  reimbursement  rates  established  by  the  USDA  and  number  of  meals 
reimbursed.  The  funding  requested  would  allow  for  an  estimated  increase  of  215,000  meals  in  FY  2006  and  270,000 
meals  in  FY  2007. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  personal  services  funding  equivalent  to  the  across- 
the-board  personal  services  reduction  included  in  the  2005  biennium  budget  by  the  legislature.  The  reduction  in  this 
decision  package  is  offset  by  an  increase  in  general  fund  equal  to  the  amount  of  general  fund  expenditures  for  these 
positions  that  counted  toward  TANF  MOE. 


New  Proposals 


New  Proposals 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  5  -  Continuation  of  PSA  for  Child  Care  (Requires  Legislation) 

02               0.00              315,342 

350,711 

0 

666,053 

0.00 

232,885 

349,352 

0 

582,237 

DP  69  -  Tribal  TANF  Maintenance  of  Effort 

02              0.00               51,031 

0 

0 

51,031 

0.00 

51,031 

0 

0 

51,031 

DP  144  -  Higher  TANF  Work  Participation  Rates 

OTO 

02              0.00                       0 

0 

1,850,000 

1,850,000 

0.00 

0 

0 

1,850,000 

1.850,000 

DP  145  -  Energy  Conservation  and  Energy  Assistance  Bien-OTO 

02              0.00                       0 

0 

1,450,000 

1,450,000 

0.00 

0 

0 

0 

0 

DP  147  -  TANF  Incentive  Awards 

02               0.00                        0 

0 

1,000,000 

1,000,000 

0.00 

0 

0 

1,000,000 

1,000,000 

DP  148  -  TANF  Diversionary  Projects 

02               0.00                        0 

0 

1,000,000 

1,000,000 

0.00 

0 

0 

1,000,000 

1,000,000 

DP  167  -  Food  Stamp  Outreach 

02               0.00                        0 

0 

10,000 

10,000 

0.00 

0 

0 

10,000 

10,000 

Total               0.00            $366,373 

$350,711 

$5,310,000 

$6,027,084 

0.00 

$283,916 

$349,352 

SVSWI.IKif. 

$4,493,268 

DP  5  -  Continuation  of  PSA  for  Child  Care  (Requires  Legislation)  -  The  executive  requests  $548,227  general  fund  and 
$700,063  state  special  revenue  from  the  prevention  and  stabilization  fund  (PSF)  for  the  biennium.  The  prevention  and 
stabilization  fund  (PSF)  was  created  by  the  legislature  through  the  diversion  of  a  portion  of  the  tobacco  settlement 
proceeds.  A  portion  of  these  funds  will  be  used  to  draw  down  federal  child  care  matching  funds.  The  legislation  that 
created  the  PSF  and  appropriated  the  funds  to  the  department  sunsets  at  the  end  of  the  2005  biennium. 
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Please  refer  to  the  agency  narrative  for  discussion  of  the  PSF,  the  need  for  legislation  to  continue  this  fund,  and 
related  issues. 


DP  69  -  Tribal  TANF  Maintenance  of  Effort  -  The  executive  requests  a  general  fund  increase  of  $102,062  for  the 
biennium  to  fund  transfers  to  tribes  that  have  implemented  Tribal  TANF  plans. 


LFD 
ISSUE 


Please  refer  to  the  discussion  of  TANF  MOE  included  in  the  narrative  for  this  division 


DP  144  -  Higher  TANF  Work  Participation  Rates  -  OTO  -  The  executive  requests  $3.7  million  for  the  2007  biennium  of 
federal  funds  to  assist  the  department  in  meeting  the  new  TANF  work  participation  rates.  In  December  2003,  Montana's 
waiver  that  allowed  a  broadly  defined  list  of  activities  to  count  toward  work  participation  expired  and  was  not  renewed  by 
the  federal  government.  Because  this  waiver  is  no  longer  available  the  department  believes  it  will  be  more  costly  to  place 
participants  into  the  federally  approved  work  activities,  which  are  more  narrowly-defined  than  those  in  Montana's  waiver. 
The  department  anticipates  that  some  individuals  will  need  to  be  placed  in  subsidized  work  experience  sites,  subsidized 
employment,  or  on-the-job  training,  and  that  all  of  these  allowable  work  activities  cost  more  than  placing  individuals  in 
unsubsidized  employment  sites. 

DP  145  -  Energy  Conservation  and  Energy  Assistance  Bien-OTQ  -  A  biennial  appropriation  of  $1,450,000  federal  funds 
is  requested  to  spend  the  existing  energy  conservation  and  energy  assistance  account  (ECA)  funds  established  in  90-4- 
215,  MCA  for  low-income  energy  assistance  and  low-income  home  weatherization. 


LFD 
COMMENT 


The  energy  and  conservation  assistance  account  was  established  by  the  legislature  in  1987  utilizing 
funds  levied  by  the  federal  government  against  Exxon  and  Amoco,  Diamond  Shamrock  and  other 
companies.  The  funds  in  this  account  may  be  used  by  the  department  to  fund  low-income  energy  and 
weatherization  assistance.  Prior  to  1999  these  funds  were  statutorily  appropriated  to  the  department.  However,  the  1999 
Legislature  passed  legislation  that  removed  the  statutory  appropriation  provision.  Since  that  time  these  funds  have  been 
appropriated  through  HB  2.  An  appropriation  from  this  fund  was  made  in  1999.  However,  no  appropriation  from  this 
fund  was  made  in  2001  or  2003. 


LFD 
ISSUE 


Given  that  the  level  of  funds  available  from  the  energy  conservation  fund  are  variable,  and  because  these  funds 
have  not  been  appropriated  every  biennia,  the  legislature  may  wish  to  provide  this  appropriation  as  a  restricted, 
one-time-only  appropriation  so  that  it  is  not  included  in  the  base  budget  for  the  next  biennium. 


DP  147  -  TANF  Incentive  Awards  -  The  executive  requests  $2  million  federal  funds  for  the  2007  biennium  to  provide 
achievement  incentives  to  TANF  participants.  The  department  anticipates  utilizing  the  concept  of  "pay  for  performance", 
which  has  been  used  in  many  welfare  reform  programs  across  the  nation  as  well  as  in  Montana  in  a  small  pilot  program  in 
Wolf  Point.  The  $2  million  allocated  for  incentive  awards  would  be  used  to  develop  a  pay  for  achievement,  or  incentive 
award  for  those  TANF  participants  who  achieve  their  GED,  maintain  employment  for  specified  time  periods,  or  for  other 
achievements  that  help  to  move  families  toward  self-support. 

DP  148  -  TANF  Diversionary  Projects  -The  executive  requests  $2  million  federal  funds  for  the  2007  biennium  to  provide 
diversionary  projects  to  help  prevent  families  that  are  in  a  short-term  crisis  from  becoming  TANF  benefits  recipients.  In 
Montana's  original  welfare  reform  design,  a  component  called  the  Job  Supplement  Program  was  implemented  as  a 
diversionary  effort  to  bridge  short-term  crisis  for  families  that  may  have  come  onto  the  public  assistance  rolls  if  not  for  a 
small  infusion  of  funds  to  tide  them  over  to  the  next  job  or  to  relocate  them  to  their  next  employment.  This  program  was 
ended  when  federal  welfare  reform  passed,  time  limits  were  implemented,  and  work  participation  requirements  were 
mandated.  The  department  is  again  interested  in  implementing  a  diversion  program  using  TANF  funds  without  triggering 
time  limits  or  work  participation  requirements. 
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DP  167  -  Food  Stamp  Outreach  -  The  executive  requests  $20,000  federal  funds  for  the  biennium  to  fund  expansion  of  the 
Food  Stamp  Outreach  program  into  Lewis  and  Clark  and  Silver  Bow  counties.  According  to  the  department,  the  Farm  Bill 
of  2002  authorized  $5,000,000  for  states  to  increase  their  outreach  activities.  This  new  funding  is  made  available  to  assist 
states  in  achieving  increased  participation  in  the  Food  Stamp  Program.  In  addition,  the  farm  bill  provides  $12,000,000  for 
performance  bonuses  for  the  four  states  with  the  highest  participation  access  rate  and  the  four  states  with  the  most 
improved  participation  access  rate. 

Language 

The  President's  current  budget  proposal  intends  "to  adjust  cost  allocations  as  they  relate  to  TANF,  Medicaid,  and  the  FSP. 
It  will  reduce  the  federal  reimbursement  for  administrative  costs  of  Medicaid  by  $300  million  to  reflect  the  share  assumed 
in  the  Temporary  Assistance  for  Needy  Families  (TANF)  block  grant  and  will  prohibit  states  from  using  TANF  funds  to 
pay  these  costs  in  FY  2005."  Montana's  share  of  the  $300  million  is  $646,000  to  be  offset  annually  from  the  state's 
administrative  costs  for  the  Medicaid  program.  This  amount  is  not  included  in  the  proposed  budget  for  the  Human  and 
Community  Services  Division.  Sometime  during  the  59th  legislative  session  the  department  will  know  if  the  federal  FY 
2005  budget  contains  this  Medicaid  Offset  requirement  and,  at  that  time,  the  budget  may  require  modification  based  on 
the  final  determination  of  the  cost  to  Montana. 


1.1  I) 
COMMENT 


Because  the  executive  expects  to  know  sometime  during  the  legislative  session  whether  or  not  it  will  be 
required  to  repay  the  federal  government,  inclusion  of  this  language  in  HB  2  is  unnecessary. 


Public  Health  &  Human  Services  B-57  Human  And  Community  Services 


Public  Health  &  Human  Services 


03-Child  &  Family  Services 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

340.45 

(6.35) 

0.00 

334.10 

(6.45) 

0.00 

334.00 

334.00 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

13,413,633 

3,595,357 

0 

0 

5,445,386 

23,684,654 

0 

88,687 

1,674,415 

131,727 

0 

0 

0 

2,741,989 
0 
0 

0 
0 
0 
0 
1,500,000 
157,000 
0 
0 

15,088,048 

3,727,084 

0 

0 

6,945,386 

26,583,643 

0 

88,687 

1,681,002 

164,048 

0 

0 

0 

4,190,718 
0 
0 

0 
0 
0 
0 
1,600,000 
157,000 
0 
0 

15,094,635 

3,759,405 

0 

0 

7,045,386 

28,032,372 

0 

88,687 

30,182,683 

7,486,489 

0 

0 

13,990,772 

54,616,015 

0 

177,374 

Total  Costs 

$46,227,717 

$4,548,131 

$1,657,000 

$52,432,848 

$6,035,768 

$1,757,000 

$54,020,485 

$106,453333 

General  Fund 
State/Other  Special 
Federal  Special 

20,903,608 

1,451,685 

23,872,424 

2,924,071 

1,429 

1,622,631 

0 

0 

1,657,000 

23,827,679 

1,453,114 

27,152,055 

3,802,688 

1,441 

2,231,639 

0 

0 

1,757,000 

24,706,296 

1,453,126 

27,861,063 

48,533,975 

2,906,240 

55,013,118 

Total  Funds 

$46,227,717 

$4,548,131 

$1,657,000 

$52,432,848 

$6,035,768 

$1,757,000 

$54,020,485 

$106,453333 

Program  Description 

The  Child  and  Family  Services  Division  (CFSD)  is  responsible  for  administration  of  programs  related  to:  child  protective 
services  (child  abuse  and  neglect)  including  prevention  services;  domestic  violence  prevention  grants;  and  other  programs 
designed  to  keep  children  safe  and  families  strong.  CFSD  organizational  structure  includes  a  number  of  local  offices,  and 
five  regional  offices  that  are  advised  by  local  family  services  advisory  councils,  which  serve  as  the  link  between  local 
communities  and  the  division.  CFSD  is  the  primary  user  of  the  Child  and  Adult  Protective  Services  (CAPS)  computer 
system. 

Statutory  authority  for  the  program  is  provided  in  Titles  41,  42,  and  52,  MCA,  and  45  CFR,  Parts  1355,  1356,  1357  and 
1370. 

Program  Highlights 


Child  and  Family  Services  Division 
Major  Budget  Highlights 


Total  funding  for  the  division  increases  10  percent  when  the  2005  and 

2007  biennia  are  compared.  General  fund  support  increases  1 8  percent 

between  the  two  biennia 

The  majority  of  the  general  fund  increase  ($3.5  million  of  the  $4.9 

million   requested)   supports   foster  care   and   subsidized   adoption 

caseload  increases 

Federal  funds  increase  due  to  caseload  increases  and  increases  in 

federal  grants 

Federal  Child  and  Family  Service  Review  (CFSR)  and  rV-E  eligibility 

reviews  completed  in  recent  years  found  Montana  out  of  compliance 

with  federal  program  regulations  and  subject  to  potential  financial 

penalties  ($3.4  million)  and  disallowance  of  costs     ($0.3  million) 

claimed  for  federal  reimbursement 
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Major  LFD  Issues 


Compliance  with  federal  regulations  and  performance  improvement 

plans 

Request  for  supplemental  appropriation  for  FY  2005  is  $1.1  million 

due  to  the  loss  of  federal  reimbursement  due  to  compliance  issues.  The 

total  anticipated  deficit  in  this  division  is  estimated  to  be  $3.7  million. 

The  department  hopes  to  mitigate  $2.6  million  of  this  deficit 

Most  recent  department  projections  indicate  that  foster  care  caseload  is 

understated  and  general  fund  needed  is  $1.4  million  greater  than  the 

executive  budget  due  to  increasing  caseload  and  the  loss  of  federal 

funding  due  to  compliance  issues 

Some  decision  packages  are  funded  with  a  greater  percentage  of 

general  fund  than  the  base  budget  expenditures 


Program  Narrative 

The  following  narrative  discusses  a  number  of  issues  related  to  the  provision  of  child  welfare  services  in  Montana. 
Several  of  these  issues  relate  to  compliance  with  federal  requirements  and  performance  improvements  that  are  necessary 
to  achieve  this  compliance.  These  issues  arise,  in  part,  due  to  changes  that  have  been  in  progress  at  the  federal  level  since 
passage  of  the  Adoption  and  Safe  Families  Act  (ASFA)  in  1997.  Since  the  passage  of  ASFA,  the  federal  agency 
responsible  for  oversight  of  child  welfare  programs  has  been  moving  toward  program  evaluation  and  compliance  based 
upon  outcome  performance  measures.  This  narrative  attempts  to  provide  the  reader  a  synopsis  of  federal  review  findings 
for  Montana. 

Federal  Reviews 

In  the  past  two  to  three  years,  CFSD  has  been  the  subject  of  two  federal  reviews.  In  August  of  2002  the  division  had  its 
first  federal  Child  and  Family  Service  Review  (CFSR)  by  the  Administration  of  Children  and  Families,  the  federal  agency 
responsible  for  oversight  and  management  of  the  federal  foster  care  and  adoption  programs  operated  under  Title  IV-E  of 
the  Social  Security  Act.1  Since  the  passage  of  the  federal  Adoption  and  Safe  Families  Act  (ASFA)  in  1997,  states  have 
been  reviewed  utilizing  revised  criteria  that  focus  on  the  achievement  of  positive  outcomes  for  children.  Since  the 
inception  of  this  new  type  of  review,  no  state  has  achieved  compliance  with  all  of  the  performance  measures,  and  every 
state  reviewed  to  date  has  been  required  to  enter  into  a  performance  improvement  plan  (PIP).  Montana's  PIP  was 
approved  by  the  federal  agency  in  January  of  2004.  The  estimated  penalty  to  the  state  as  a  result  of  the  findings  of  the 
CFSR  was  a  $3.4  million  reduction  in  federal  funds. 


Montana's  CFSR  found  that: 

•  The  state  met  the  national  standards  for  three  of  the  six  standards 

•  The  state  achieved  substantial  conformity  for  one  of  seven  outcomes 

•  The  state  achieved  substantial  conformity  for  five  of  seven  systemic  factors 

•  Montana  did  not  meet  national  standards  related  to 

•  The  incidence  of  repeated  maltreatment 

•  The  number  of  re-entries  into  foster  care 

•  The  stability  of  foster  care  placement 

•  Montana  did  not  achieve  conformity  with  the  following  outcomes: 

•  Children  are  first  and  foremost,  protected  from  abuse  and  neglect 


1  Federal  reimbursement  for  foster  care  and  subsidized  adoption  costs  is  available  under  Title  IV-E  of  the  Social  Security  Act.  Benefit 
and  claims  costs  are  shared  with  states  based  upon  the  Medicaid  participation  rate.  For  Montana  this  means  the  federal  government 
reimburses  about  70  percent  of  the  costs  and  the  state  share  is  about  30  percent.  Administrative  costs  are  reimbursed  on  a  50/50 
state/federal  matching  ratio.  In  order  for  costs  to  be  eligible  for  reimbursement,  the  child  must  be  financially  eligible  as  determined  by 
applying  the  Aid  for  Dependent  Children  (AFDC)  criteria  that  the  state  had  in  place  on  July  16,  1996,  and  a  number  of  programmatic 
requirements  such  as  required  court  hearings,  reviews  and  case  documentation  must  be  fulfilled. 
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•  Children  are  safely  maintained  in  their  homes  whenever  possible  and  appropriate 

•  Children  have  permanency  and  stability  in  their  living  situations 

•  The  continuity  of  family  relationships  and  connections  is  preserved  for  children 

•  Children  receive  adequate  services  to  meet  their  physical  and  mental  health  needs 

•  Montana  did  not  achieve  substantial  conformity  with  systemic  factors  related  to  case  review  and  quality  assurance 
systems. 

Among  the  strengths  and  weaknesses  of  Montana's  child  welfare  system  noted  by  the  CFSR  were: 

•  Strengths 

•  Diligent  efforts  are  being  made  to  maintain  children  safely  in  their  homes 

•  Children  are  placed  in  close  proximity  to  their  families  and  with  siblings  when  it  is  appropriate  to  do  so 

•  Children's  educational  needs  are  met 

•  Ongoing  training  addressing  the  skills  and  knowledge  to  perform  job  duties  is  provided  to  staff 

•  Services  offered  are  individualized  to  the  unique  needs  of  children  and  families 

•  Weaknesses 

•  Timeliness  of  investigation  of  reports  of  child  maltreatment 

•  Not  assessing  the  needs  of,  nor  providing  services  to  parents,  foster  parents  and  children 

•  Not  visiting  with  children  and  parents  frequently  enough  to  monitor  and  promote  the  safety  and  well- 
being  of  children 

•  Not  meeting  the  physical,  dental,  or  mental  health  needs  of  children 

•  Not  operating  a  quality  assurance  system 

•  Services  are  not  accessible  to  families  and  children  in  all  location  in  the  state 

In  addition  to  this  review,  a  review  of  federal  IV-E  eligibility  compliance  was  completed  in  June  of  2003.  The  Title  IV-E 
foster  care  eligibility  review  included  80  cases.  Of  those  80  cases,  22  cases  were  found  to  be  in  error  in  either  all  or  part 
of  the  review  period  and  7  cases,  while  not  defined  as  an  error  case,  had  a  disallowance.  Because  the  number  of  error 
cases  exceeded  four,  administration  for  children  and  families  determined  Montana  not  in  substantial  compliance  with 
federal  IV-E  eligibility  requirements.  As  a  result  Montana  must  enter  into  a  PIP  designed  to  correct  these  errors.  Per  the 
review  report,  "An  analysis  of  the  error  and  disallowance  cases  reveals  that  the  majority  of  the  errors  relate  to  court 
findings."  As  a  result  of  this  review,  $317,752  of  reimbursement  claimed  under  the  federal  IV-E  program  was  disallowed 
and  must  be  repaid.  The  Title  IV-E  eligibility  review  also  noted  a  number  of  strengths  and  areas  needing  improvement, 
including: 

•  Strengths 

•  Staff  and  judicial  training  has  been  done  and  a  judge's  handbook  was  distributed 

•  The  state  regional  administrators  have  worked  with  their  judicial  components 

•  The  division  is  implementing  a  quality  assurance  system 

•  Eligibility  determination  functions  will  be  transferred  to  CFSD  and  it  is  anticipated  this  will  lead  to 
greater  consistency 

•  The  state  is  committed  to  continuing  agreements  with  tribes  for  the  pass  through  of  IV-E  funding  for 
eligible  tribal  cases 

•  Needing  Improvement 

•  Staff  training  for  tribal,  court  and  child  welfare  staff  regarding  IV-E  requirements 

•  Documentation  of  hearings/court  orders 

•  Timeliness  of  permanency  hearings 

•  Temporary  Investigative  Authority  (TIA)  orders  preceding  removal  by  significant  amounts  of  time  are  not 
acceptable  as  removal  orders 

•  A  quality  assurance  process  is  needed 

•  Eligibility  is  currently  a  bi-furcated  system  with  determination  done  by  a  separate  division  leading  to 
issues  regarding  consistency,  documentation,  accuracy  and  timeliness 

•  There  appears  to  be  an  over  use  of  long  term  foster  care 

•  Juvenile  justice  cases  do  not  appear  to  be  in  compliance  with  IV-E  requirements. 
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The  CFSR  completed  by  the  Administration  for  Children  and  Families  (final  report  issued  January  14,  2003) 
estimated  the  penalty  to  Montana  as  result  of  issues  identified  by  the  review  to  be  about  $3.4  million.  This 
equates  to  more  than  7  percent  of  the  division's  base  budget.  However,  if  the  state  engages  in  a  PEP 
(performance  improvement  plan)  designed  to  correct  the  areas  of  non-compliance,  the  penalties  are  suspended  pending 
completion  of  the  PIP  or  specific  benchmarks  within  the  PIP.  If  the  state  successfully  completes  the  PIP,  the  penalty  is 
rescinded.  The  legislature  may  wish  to: 

•  Request  that  the  division  review  its  PEP,  and  the  status  and  likelihood  of  successful  completion  of  the  PEP,  with 
the  Joint  Appropriation  Subcommittee  on  Health  and  Human  Services 

•  Review  department  policy  on  the  frequency  and  type  (face-to-face,  phone,  etc)  of  contact  workers  are  required  to 
make  with  foster  children  in  care  and  the  foster  parents  caring  for  them.  Given  the  national  media  coverage  of 
issues  related  to  child  welfare,  such  as  loss  of  children  within  the  foster  care  system,  the  legislature  may  wish  to 
consider  whether  or  not  department  policies  are  adequate  to  prevent  similar  incidents  from  happening  in  Montana 

•  Review  the  accessibility  and  funding  for  physical,  dental  and  mental  health  services  for  children  in  the  foster  care 
system.  The  CFSR  found  a  weakness  in  this  area  that  is  likely  connected  with  known  or  suspected  issues  in 
Medicaid  systems  such  as  access  to  providers  and  coverage  for  services.  Medicaid  is  the  primary  insurance 
coverage  for  children  in  foster  care  because  children  in  foster  care  are  categorically  eligible  for  Medicaid  services 
during  their  stay  in  out-of-home  placement. 


Caseload  Increases 

Historical  increases  in  the  number  of  foster  care  and  subsidized  adoption  clients  and  related  costs  are  illustrated  in  Figures 
24  and  25. 


Figure  24 
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Figure  25 


Subsidized  Adoption  and 
Foster  Care  Clients 
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Subsidized  Adoption 

The  requested  budget  for  the  2007  biennium  includes  increases  of  $2.7  million  general  fund  ($5.7  million  total  funds)  for 
subsidized  adoption  caseload  increases.  The  executive  budget  projects  that  subsidized  adoption  costs  will  increase  slightly 
more  than  17  percent  between  FY  2004  and  2005  and  about  13  percent  per  year  in  FY  2006  and  2007.  Both  the  number 
of  subsidies  and  the  cost  per  client  is  expected  to  increase.  Adoption  subsidies  continue  to  increase  because  the  number  of 
children  placed  with  an  adoption  subsidy  each  year  is  greater  than  the  number  of  children  "aging  out"  and  no  longer 
receiving  subsidies.  The  average  cost  per  subsidy  increases  because  new  subsidies  are  generally  negotiated  at  a  higher 
reimbursement  rate  than  the  subsidies  negotiated  a  number  of  years  ago.  Thus,  the  subsidized  adoption  caseload  is  the 
result  of  cumulative  increases  in  the  number  and  costs  of  adoption  subsidies. 

Subsequent  to  completion  of  the  executive  budget  request,  the  department  revised  its  estimate  of  subsidized  adoption  costs 
downward.  The  most  recent  department  projection  estimates  that  the  executive  budget  request  for  subsidized  adoption 
costs  for  the  2007  biennium  is  overstated  by  $1,040,152  total  funds  and  $545,215  general  fund. 
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Between  1997  and  2004  the  average  number  of  adoption  subsidies  completed  each  year  has  been  about  147. 
However,  it  appears  that  only  about  95  adoptions  subsidies  were  completed  in  FY  2004.  Based  upon 
comparison  of  year-to-date  data  for  the  same  point  in  time  in  FY  2004  and  FY  2005,  it  appears  that  the  number 
of  adoption  subsidies  completed  in  FY  2005  will  be  more  similar  to  the  number  completed  in  FY  2004  than  the  historical 
average.  Thus,  the  rate  of  increase  in  the  subsidized  adoption  caseload  appears  to  be  declining  rather  dramatically  (FY 
2004  completed  adoption  subsidies  of  95  is  only  65  percent  of  the  historical  annual  average  of  147).  Given  the  decrease 
in  the  number  of  adoption  subsidies  completed  between  FY  2003  and  2004  and  that  data  for  the  first  quarter  of  FY  2005 
indicates  this  trend  is  continuing  in  FY  2005,  the  department  estimate  of  subsidized  adoption  costs,  although  revised  to  a 
lower  level,  may  be  greater  than  will  actually  occur.  Legislative  staff  estimates  indicate  that  the  executive  budget  request 
for  subsidized  adoption  costs  may  be  overstated  by  as  much  as  $1 .6  million  total  funds  and  $0.75  million  general  fund. 


Foster  Care 

The  requested  budget  for  the  2007  biennium  includes  increases  of  $0.7  million  general  fund  ($1.2  million  total  funds)  for 
foster  care  caseload.  The  executive  budget  estimates  that  total  foster  care  costs  will  increase  by  1 .5  percent  per  year  each 
of  the  three  years  between  FY  2005  and  2007.  Total  foster  care  costs  decreased  about  $0.8  million  between  FY  2002  and 
2003,  and  there  were  also  slight  decreases  in  costs  between  FY  2001  and  2002,  and  FY  2003  and  2004.  Since  reaching  a 
high  of  $17.5  million  in  FY  2001,  foster  care  costs  have  decreased  about  $1 .2  million  to  $16.3  million  in  FY2004. 

During  this  time  the  number  of  children  receiving  foster  care  services  has  remained  relatively  constant.  Thus,  the  change 
in  costs  is  likely  related  to  a  change  in  the  mix  of  services  utilized  to  meet  the  needs  of  the  children  in  care.  The  division 
does  not  expect  this  short-term  trend  in  decreasing  costs  to  continue. 

The  methodology  used  by  the  department  to  project  foster  care  costs  included  in  the  executive  budget  does  not  appear  to 
be  the  same  methodology  as  used  to  project  subsidized  adoption  costs,  but  rather  appears  to  be  a  simple  application  of  a 
percentage  (1.5  percent)  to  the  total  costs  for  each  year  between  FY  2005  and  2007.  It  is  unclear  how  the  department 
arrived  at  this  projected  percentage  increase  in  foster  care  costs. 

Subsequent  to  completion  of  the  executive  budget  request,  the  department  revised  its  estimate  of  foster  care  costs  upward. 
The  most  recent  department  projection  estimates  that  the  executive  budget  request  for  foster  care  costs  for  the  2007 
biennium  is  understated  by  $2,058,079  total  funds  and  $1,901,722  general  fund. 
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While  the  percentage  increase  projected  by  the  department  mirrors  the  average  annual  rate  of  change  (1.7 
percent)  in  the  number  of  clients  between  FY  1996  and  2004,  it  is  lower  than  the  average  annual  rate  of  change 
in  total  foster  care  costs  (4.1  percent)  during  the  same  period.  If  one  assumes  that  the  number  of  clients 
increases  1 .5  percent  and  there  is  no  change  in  the  average  costs  per  client  the  requested  budget  increase  is  likely  to  be 
adequate.  Embedded  in  the  assumption  that  the  average  cost  per  client  does  not  change  are  assumptions  that  increases 
in  the  costs  of  services  can  be  mitigated  or  avoided  by  the  division,  the  overall  mix  of  services  provided  to  clients 
does  not  change,  and  the  overall  intensity  of  client  needs  does  not  demand  more  expensive  services.  Therefore,  it 
would  seem  more  likely  that  the  change  in  foster  care  caseload  costs  would  follow  the  historical  trend  in  total  costs 
than  the  trend  in  number  of  clients.  If  2007  biennium  costs  are  similar  to  the  average  annual  rate  of  change  the 
anticipated  increase  would  more  likely  be  about  4  percent  per  year  or  about  $2.1  million  total  funds  and  almost  $1.0 
million  general  fund  higher  than  the  executive  budget. 

The  legislature  may  wish  to: 

•  Discuss  with  the  division  the  potential  ramifications  to  the  program  if  foster  care  costs  exceed  the  level 
requested 

•  Have  the  division  outline  what  steps  it  would  take  to  control  and  limit  foster  care  costs  in  the  event  the 
caseload  costs  increases  exceed  1 .5  percent  per  year  in  FY  2006  and  FY  2007,  particularly  given  that  an 
increase  in  excess  of  7  percent  is  anticipated  in  FY  2005 
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Supplemental  Appropriation  and  Revision  of  Caseload  Estimates 

The  executive  plans  to  request  a  $1.1  million  supplemental  appropriation  for  this  division.  This  supplemental 
appropriation  is  necessary  due  to  loss  of  federal  funding  related  to  federal  compliance  issues.  The  FY  2005  deficit  for  this 
division  is  estimated  to  be  $3.7  million.  The  department  hopes  to  mitigate  $2.6  million  of  the  deficit.  As  of  this  writing, 
administrative  and  benefit  reductions  have  been  implemented  within  the  division  in  an  effort  to  mitigate  the  projected 
deficit,  but  no  reductions  have  been  implemented  elsewhere  in  the  department  to  assist  with  mitigation. 

The  division  anticipates  a  deficit  of  this  magnitude  because  they  have  identified  a  number  of  federal  compliance  issues 
resulting  in  a  reduction  in  the  percentage  of  cases  eligible  for  federal  Title  IV-E  reimbursement.  As  of  this  writing, 
division  staff  indicated  that  the  percentage  of  children  eligible  for  federal  reimbursement  had  dropped  from  60  percent, 
which  was  used  to  develop  the  FY  2005  budget,  to  about  38  percent.  The  division  is  pursuing  a  number  of  efforts 
internally  and  externally  to  resolve  the  compliance  issues  and  hopes  to  raise  the  percentage  of  IV  -E  eligible  children  to 
about  50  percent. 

Additionally,  this  time  period  is  the  period  that  will  be  under  review  by  the  federal  agency  during  the  federal  Title  IV-E 
eligibility  review  scheduled  for  next  year.  The  results  of  this  federal  review  will  be  applied  to  the  total  population  claimed 
for  federal  reimbursement  to  determine  the  amount  of  any  disallowances  or  repayments  that  may  be  owed  to  the  federal 
government.  Because  the  review  completed  in  June,  2003  was  an  initial  review,  disallowances  and  repayments  were 
applied  only  to  the  cases  reviewed,  not  the  entire  population  of  cases. 

2005  Biennium  Refinancing  Efforts 

The  2003  legislature  reduced  general  fund  support  for  the  division  by  about  $3  million  annually  to  reflect  several 
refinancing  efforts  that  were  to  occur  during  the  2005  biennium.  The  refinancing  efforts  impacting  the  CFSD  budget 
included: 

•  Implementation  of  Medicaid  targeted  case  management  for  children  in  the  child  welfare  system 

•  Increased  federal  IV-E  reimbursement  via  improved  documentation  and  IV-E  eligibility  determinations  including 
shifting  responsibility  for  IV-E  eligibility  determinations  from  the  Human  and  Community  Service  Division  to 
CFSD 

•  Increased  social  security  contributions  towards  the  costs  of  care  via  improved  processes  and  staff  specifically 
designated  to  pursue  social  security  on  behalf  of  children  in  care 

Department  estimates  of  the  financial  impacts  of  these  refinancing  efforts  were  not  available  at  the  time  of  this 
publication. 

Summary  of  Benefits  and  Grants 

Figure  26  on  the  following  page  summarizes  the  costs  and  funding  of  benefit  and  claims  costs,  and  grants  for  FY  2004 
and  the  2007  biennium.  Foster  care  and  subsidized  adoption  costs  combined  comprise  more  than  98  percent  of  the  benefit 
and  claims  costs  of  the  division.  Funds  for  in-home  and  reunification  services  comprise  almost  34  percent  of  the  grant 
expenditures  for  the  division.  Tribal  contracts  and  contracts  to  provide  stipends  to  students  obtaining  degrees  in  social 
work  (BSW  or  MSW),  both  funded  predominately  with  federal  Title  IV-E  funding,  comprise  more  than  45  percent  of  the 
grant  expenditures.  Domestic  Violence  prevention  and  awareness  grants  comprise  14  percent  of  the  grant  funds 
administered  by  the  division. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 


Program  Funding 

Table 

Child  &  Family  Services 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     20,903,608 

45.2% 

$     23,827,679 

45.4%     $ 

24,706,296 

45.7% 

02089  Child  Abuse  &  Neglect  Program 

31,103 

0.1% 

31,103 

0.1% 

31,103 

0.1% 

02209  Third  Party  Contributions-F.C. 

1,320,071 

2.9% 

1,320,071 

2.5% 

1,320,071 

2.4% 

02376  02  Indirect  Activity  Prog  03 

7,836 

0.0% 

9,282 

0.0% 

9,293 

0.0% 

02473  Assault  Intervention  &  Trtmnt 

85,972 

0.2% 

85,955 

0.2% 

85,956 

0.2% 

02496  Family  Preservation  Conference 

6,703 

0.0% 

6,703 

0.0% 

6,703 

0.0% 

031 09  Tanf  Benefits 

1,799,999 

3.9% 

1.799,999 

3.4% 

1,799,999 

3.3% 

03224  Access  &  Visitation  Grt  93.597 

95,205 

0.2% 

95,205 

0.2% 

95,205 

0.2% 

03458  6901  -  Chafee  -  Etv  93.599 

- 

- 

157,000 

0.3% 

157,000 

0.3% 

03522  93.556  -  Family  Preservation 

962,847 

2.1% 

1,162,847 

2.2% 

1,262,847 

2.3% 

03526  93.643  -  Child  Justice 

70,893 

0.2% 

70,893 

0.1% 

70.893 

0.1% 

03530  6901-Foster  Care  93.658 

6,611,618 

14.3% 

7,922,440 

15.1% 

7,960,394 

14.7% 

0353 1  6901-Subsidized  Adopt  93.659 

3,739,624 

8.1% 

4,794,859 

9.1% 

5,364,733 

9.9% 

03532  93.669  -  Child  Abuse 

90,853 

0.2% 

90,853 

0.2% 

90,853 

0.2% 

03533  93.671  -  Domestic  Violence 

804,747 

1.7% 

804,747 

1.5% 

804,747 

1.5% 

03534  93.672  -  Child  Abuse  Challenge 

147,342 

0.3% 

147,327 

0.3% 

147,328 

0.3% 

03536  93.674  -  Iv-E  Independent  Livi 

470,868 

1.0% 

570,859 

1.1% 

570,859 

1.1% 

03593  03  Indirect  Activity  Prog  03 

9.078.428 

19.6% 

9.535.026 

18.2% 

9.536.205 

17.7% 

Grand  Total 

$     46.227.717 

ioo.o'\, 

$     52.432.848 

1000%     $, 

54.020.485 

100  0% 

As  the  funding  figure  illustrates,  the  division  is  funded  from  a  variety  of  sources,  with  the  precise  funding  and  federal 
matching  rates  varying  by  function.  Some  costs  are  allocated  among  funding  sources  through  a  complex  federally 
approved  cost  allocation  plan  that  considers  as  one  factor  in  allocating  funding  the  results  of  a  random  moment  time  study 
of  social  worker  time  spent  on  various  activities.  The  major  funding  sources  for  the  division  include:  general  fund  (almost 
46  percent),  federal  foster  care  and  adoption  subsidy  funds  (almost  25  percent),  and  federal  funds  obtained  through  the 
cost  allocation  process  (almost  1 8  percent).  Most  of  the  general  fund  supporting  the  division  is  used  as  matching  funds  to 
draw  federal  funds.  The  only  major  activity  of  the  division  that  is  supported  entirely  by  the  general  fund  is  the  centralized 
intake  function. 


Biennial  Budget  Comparison 

As  Figure  27  illustrates,  total  funding  for  the  division  increases  10  percent  and  general  fund  support  for  the  division 
increases  18  percent  when  the  2007  and  2005  biennia  are  compared.  Personal  service  costs  increase  $2.5  million  or 
almost  9  percent,  and  benefit  and  claim  costs,  which  are  comprised  largely  of  foster  care  and  subsidized  adoption  cost, 
increase  $2.3  million  or  just  over  4  percent.  The  grant  category  of  expenditure  increases  the  greatest  amount  of  any 
category,  $5.0  million  or  more  than  56  percent.  This  increase  is  largely  due  to  anticipated  increases  in  federal  grants. 


Figure  27 

2005  Biennium 

Compared  to  2007  Biennium 

Child  and  Family  Services  Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Change 

Incr/Decr 

FTE 

340.45 

334.00 

(6.45) 

Personal  Services 

$27,684,668 

$30,182,683 

28.4% 

$2,498,015 

9.0% 

Operating 

7,457,298 

7,486,489 

7.0% 

29,191 

0.4% 

Equipment 

22,955 

- 

0.0% 

(22,955) 

-100.0% 

Capital  Outlay 

28,398 

- 

0.0% 

(28.398) 

-100.0% 

Grants 

8,944,313 

13,990,772 

13.1% 

5,046,459 

56.4% 

Benefits/Claims 

52,345,873 

54,616.015 

51.3% 

2,270,142 

4.3% 

Debt  Service 

103,336 

177,374 

0.2% 

74,038 

71.6% 

Total  Costs 

$96,586,841 

SI06.451.333 

100  0". 

$9,866,492 

10.2% 

General  Fund 

$40,970,711 

$48,533,975 

45.6% 

$7,563,264 

18.5% 

State  Special 

3,446,235 

2,906,240 

2.7% 

(539,995) 

-15.7% 

Federal  Funds 

52,169,895 

55,013,118 

51.7% 

2,843,223 

5.4% 

Total  Funds 

$96,586,841 

$106,453,333 

100  0". 

$9,866,492 

10.2% 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


LFD 
COMMENT 


Child  protective  services  (CPS)  social  workers  and  social  work  supervisor  positions  were  moved  to  pay 
plan  20  (broad  banding),  which  allows  agencies  more  flexibility  in  salary  levels.  The  department  stated 
that  this  action  was  taken  to  resolve  an  ongoing  union  dispute.  The  department  estimated  the  increased 

costs  due  to  this  change  are  about  $640,000  annually  and  that  about  60  percent  of  that  amount  ($384,000)  is  funded  with 

general  fund. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

2,087,764 

2,081,953 

Vacancy  Savings 

(620,051) 

(619,828) 

Inflation/Deflation 

(31,665) 

(30,773) 

Fixed  Costs 

8,921 

9,853 

Total  Statewide  Present  Law  Adjustments 

$1,444,969 

$1,441,205 

DP  1 5  -  Subsidized  Adoption  Caseload  Increase 

0.00          1,079,891 

0 

1,184,032 

2,263,923 

0.00 

1,651,760 

0 

1,811,050 

3,462,810 

DP  1 8  -  Foster  Care  Caseload  Increase 

0.00            305,962 

0 

172,104 

478,066 

0.00 

465,861 

0 

262,047 

727,908 

DP  35  -  Annualize  Medicaid  Targeted  Case  Management  Costs 

0.00            356,941 

0 

0 

356,941 

0.00 

374,991 

0 

0 

374,991 

DP  36  -  FMAP  Adjustment  -Foster  Care  &  Subsidized  Adoption 

0.00            265,392 

0 

(265,392) 

0 

0.00 

375,104 

0 

(375,104) 

0 

DP  49  -  Overtime  -  Replace  Base  Budget 

0.00              72,000 

0 

48,000 

120,000 

0.00 

72,000 

0 

48,000 

120,000 

DP  53  -  Rent  Increases 

0.00              92,683 

0 

61,788 

154,471 

0.00 

110,981 

0 

73,987 

184,968 

DP  9999  -  Statewide  FTE  Reduction 

(6.35)          (126,401) 

0 

(143,838) 

(270,239) 

(6.45) 

(129,101) 

0 

(147,013) 

(276,114) 

Total  Other  Present  Law  Adjustments 

(6J5)         $2,046,468 

SO 

$1,056,694 

$3,103,162 

(6.45) 

$2,921,596 

$0 

$1,672,967 

$4^94,563 

Grand  Total  All  Present  Law  Adjustments 

$4,548,131 

$6,035,768 

DP  1 5  -  Subsidized  Adoption  Caseload  Increase  -  The  executive  requests  $2,731,651  in  general  fund  ($5,726,733  total 
funds)  for  the  biennium  to  support  caseload  increases  in  the  subsidized  adoption  program.  The  executive  projects 
subsidized  adoption  costs  will  increase  slightly  more  than  1 7  percent  between  FY  2004  and  2005  and  about  1 3  percent  per 
year  in  FY  2006  and  2007.  Total  subsidized  adoption  costs  grow  from  $7.1  million  in  FY  2004  to  a  projected  $10.5 
million  FY  2007. 


LFD 
ISSUE 


Please  refer  to  the  division  narrative  for  a  discussion  of  subsidized  adoption  costs. 


DP  1 8  -  Foster  Care  Caseload  Increase  -  The  executive  requests  $771,823  in  general  fund  ($1,205,974  total  funds)  for  the 
2007  biennium  foster  care  caseload  increase.  The  executive  estimates  that  foster  care  costs  will  increase  1 .5  percent  per 
year. 


DP  35  -  Annualize  Medicaid  Targeted  Case  Management  Costs  -  The  executive  requests  $731,932  general  fund  for  the 
biennium  to  annualize  the  impacts  of  implementation  of  Medicaid  reimbursement  for  targeted  case  management  (TCM) 
services  provided  to  foster  care  children. 
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DP  36  -  FMAP  Adjustment  -Foster  Care  &  Subsidized  Adoption  -  The  executive  requests  $640,496  general  fund  with  an 
offsetting  reduction  in  federal  funds  to  include  the  impact  of  the  change  in  the  Federal  Medical  Assistance  Participation 
Rate  (FMAP)  in  the  2007  biennium  budget  for  foster  care  and  subsidized  adoption  benefit  payments. 


Please  refer  to  the  agency  narrative  for  a  discussion  of  FMAP  rates. 


COMMKNT 


DP  49  -  Overtime  -  Replace  Base  Budget  -  The  executive  requests  $144,000  general  fund,  ($240,000  total  funds)  for  the 
biennium  for  overtime  compensation  and  the  payout  of  compensatory  time  earned  in  excess  of  120  hours.  Per  the  division 
overtime  may  occur  when  social  workers  get  called  out  at  night  or  are  required  to  work  additional  hours  due  to  staff 
shortages. 


A  review  of  historical  expenditures  indicates  that  between  FY  2000  and  2004  the  division  averaged  overtime 
compensation  of  about  $53,000  per  year.   During  this  time  period  the  division  also  averaged  expenditures  of 
about  $72,000  per  year  for  pay  out  of  compensatory  time  earned  in  excess  of  120  hours.  Combined,  these  two 
categories  of  expenditure  total  about  $125,000. 

This  decision  package  is  funded  60  percent  from  the  general  fund  but  the  reporting  level  to  which  these  costs  are  assigned 
received  only  37  percent  of  its  support  in  the  base  year  from  the  general  fund.  Thus,  it  appears  that  general  fund  support 
for  this  decision  package  is  overstated.  The  legislature  may  wish  to  modify  the  funding  of  the  costs  in  this  decision 
package  and  fund  only  37  percent  of  the  cost  ($44,400  annually)  from  the  general  fund  rather  than  60  percent  as  included 
in  the  budget  request. 


DP  53  -  Rent  Increases  -  The  executive  requests  $203,664  general  fund  ($339,439  total  funds)  for  the  biennium  for 
increased  rent  costs.  The  division  pays  rent  in  39  local  offices  across  the  state.  According  to  the  division  most  of  the 
rental  agreements  have  been  negotiated  for  several  years  into  the  future  and  include  annual  inflationary  increases  ranging 
from  1 .5  percent  to  3  percent  except  for  the  Billings  office  (one  of  the  largest  offices),  which  has  a  negotiated  5  percent 
increase  per  year. 

Per  the  division,  two  major  changes  make  up  a  significant  portion  of  this  rental  increase.  Due  to  the  expiration  of  the  lease 
and  the  sale  of  the  building,  the  Missoula  office  has  changed  location  effective  July  2004.  The  new  location  is  co-located 
with  the  Office  of  Public  Assistance  and  resulted  in  a  significant  increase  in  costs  per  square  foot  (57  percent). 
Additionally,  the  current  location  of  the  Great  Falls  office  was  seen  as  inadequate  due  to  safety  concerns  and  inadequate 
space  for  confidential  family  meetings.  The  Great  Falls  office  is  negotiating  a  change  of  location  and  anticipates  rent  will 
increase  45  percent  above  the  base  year  costs. 


Ill) 
ISSUE 


This  decision  package  is  funded  60  percent  from  the  general  fund,  but  the  reporting  level  to  which  these  costs 
are  assigned  received  only  37  percent  of  its  base  budget  year  support  from  the  general  fund.  Thus,  it  appears 
that  general  fund  support  for  this  decision  package  is  overstated.  The  legislature  may  wish  to  modify  the 

funding  of  the  costs  in  this  decision  package  and  fund  only  37  percent  of  the  cost  ($57,154  in  FY  2006  and  $68,438  in  FY 

2007)  from  the  general  fund  rather  than  60  percent  as  included  in  the  budget  request. 


DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  general  fund  support  for  the  division  by  $255,502 
and  total  funding  by  $546,353  to  annualize  the  personal  services  across-the-board  reduction  that  was  included  in  the  2005 
biennium  budget  by  the  legislature. 


Please  refer  to  the  Statewide  Perspectives.  Volume  1  for  a  discussion  of  this  reduction  in  personal 
services. 

1  III) 

1  COMMKM 
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New  Proposals 


New  Proposals 


Program 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  1 52  -  Increased  Federal  Grants 

03  0.00  0  0 

DP  177  -  Education  and  Training  Vouchers  for  Foster  Youth 

03  0.00  0  0 

DP  178  -  Social  Services  Stipend  Program 

03      0.00         0         0 


Total 


0.00 


$0 


$0 


300,000  300,000      0.00 

157,000  157,000      0.00 

1 ,200,000  1,200,000      0.00 

$1,657,000         $1,657,000 0.00 


0 

0 

0 

$0 


0  400,000  400,000 

0  157,000  157,000 

0  1,200,000  1,200,000 

$0  $1,757,000  $1,757,000 


DP  152  -  Increased  Federal  Grants  -  The  executive  requests  $700,000  federal  funds  for  the  biennium  for  various  grants 
including:  1)  $200,000  in  FY  2006  and  $300,000  in  FY  2007  for  the  Safe  and  Stable  Families  grant  (Title  rV-B,  Subpart 
2)  and  2)  $100,000  per  year  for  the  Independent  Living  Grant.  Both  grants  require  a  20  percent  match.  The  division 
states  it  has  adequate  matching  funds  in  the  base  budget  to  draw  the  Safe  and  Stable  Families  grant  and  that  the  match  for 
the  Independent  Living  grant  will  be  provided  at  the  local  level. 

DP  1 77  -  Education  and  Training  Vouchers  for  Foster  Youth  -  CFSD  requests  $3 1 4,000  federal  funds  for  the  Education 
and  Training  Voucher  (ETV)  program,  which  is  a  newly  authorized  purpose  under  the  Chafee  Foster  Care  Independence 
Program  (CFCIP).  This  grant  targets  resources  to  meet  the  specific  education  and  training  needs  of  youth  aging  out  of 
foster  care.  This  grant  requires  a  20  percent  match,  which  is  provided  by  the  independent  Casey  Family  Program. 

DP  178  -  Social  Services  Stipend  Program  -  CFSD  requests  $2.4  million  federal  funds  for  the  biennium  to  provide 
stipends  for  social  workers  to  obtain  bachelor  or  master  degrees  in  social  work  (BSW  or  MSW).  The  matching  funds  to 
support  this  program  are  provided  by  participating  colleges.  Currently,  such  a  program  (funded  with  federal  IV -E  funds) 
exists  in  conjunction  with  the  University  of  Montana  and  Salish  Kootenai  College.  BSW  or  MSW  students  may  be 
provided  a  stipend  in  exchange  for  a  commitment  to  work  for  a  child  welfare  agency  upon  graduation  (as  required  in 
federal  regulations).  In  addition  to  the  stipends,  the  schools  also  assisting  in  the  selection  process,  create  courses 
specifically  focused  on  child  protective  services,  collaborate  with  division  staff  in  designing  field  practicum  experiences, 
and  provide  other  services. 

Language 

The  Child  and  Family  Services  Division  is  authorized  to  pursue  the  hiring  of  five  FTE  provided  these  actions  do  not 
require  or  commit  the  state  to  additional  general  fund  expenditures  beyond  the  amount  appropriated  for  the  2007  biennium 
by  the  legislature  for  this  division. 


LFD 
ISSUE 


due  to: 


While  the  division  is  not  requesting  any  general  fund  support  for  these  new  FTE,  the  legislature  may  wish  to 
consider  the  potential  general  fund  impacts  if  these  positions  are  funded.  The  state  match  necessary  to  draw 
these  funds  is  20  percent.  It  would  seem  that  general  fund  for  this  purpose  is  most  likely  to  become  available 


•  Transfer  of  funds  appropriated  for  another  purpose 

•  Use  of  funds  that  would  otherwise  likely  revert  to  the  general  fund 

The  potential  impacts  of  these  actions  that  the  legislature  might  wish  to  consider  are: 

•  Fund  could  be  diverted  from  an  area  that  the  legislature  considers  a  higher  priority  than  foster  care  independent 
living  activities 

•  In  the  event  funds  that  otherwise  would  have  reverted  to  the  general  fund  are  expended  for  this  purpose  general 
fund  reversions  would  be  decreased  impacting  the  available  general  fund  balance  and  if  expended  in  the  base  year 
for  the  next  biennium  budget  these  funds  would  increase  the  base  budget  level  of  the  division 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

36.75 

(0.75) 

0.00 

36.00 

(0.75) 

6.00 

42.00 

42.00 

Personal  Services 

Operating  Expenses 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

2,618,625 

852,235 

0 

0 

0 

8,282 

(572,292) 
11,439 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

2,046,333 
863,674 

0 

0 

0 

8,282 

(572,143) 
12,242 
0 
0 
0 
0 

312,552 

5,000,000 

0 

14,787,448 

0 

0 

2,359,034 

5,864,477 

0 

14,787,448 

0 

8,282 

4,405,367 

6,728,151 

0 

14,787,448 

0 

16,564 

Total  Costs 

$3,479,142 

($560353) 

$0 

$2,918,289 

($559,901) 

$20,100,000 

$23,019,241 

$25,937^30 

General  Fund 
State/Other  Special 
Federal  Special 

1,438,349 

290,435 

1,750,358 

(247,056) 

(42,344) 

(271,453) 

0 
0 
0 

1,191,293 

248,091 

1,478,905 

(244,066) 

(42,085) 

(273,750) 

0 

100,000 

20,000,000 

1,194,283 

348,350 

21,476,608 

2,385,576 

596,441 

22,955,513 

Total  Funds 

$3,479,142 

($560,853) 

$0 

$2,918,289 

($559,901) 

$20,100,000 

$23,019,241 

$25,937,530 

Program  Description 

The  Director's  Office  provides  overall  policy  development  and  administrative  guidance  for  the  department.  Included  in 
the  Director's  Office  are  the  deputy  director,  state  Medicaid  director,  legal  affairs,  personnel  services,  public  information, 
the  Prevention  Resource  Center,  the  AmeriCorps*VISTA  Program,  and  the  Office  of  Planning,  Coordination,  and 
Analysis.  The  Department  of  Public  Health  and  Human  Services  Statewide  Advisory  Council,  the  Native  American 
Advisory  Council,  and  the  Montana  Health  Coalition  are  administratively  attached  and  the  director  serves  on  the 
Interagency  Coordinating  Council  for  State  Prevention  Programs,  which  is  attached  to  the  Governor's  Office. 

Statutory  authority  is  in  Title  2,  Chapter  15,  part  22  and  Title  53,  Chapter  19,  part  3,  MCA. 

Program  Highlights 


Director's  Office 
Major  Budget  Highlights 


The  FY  2007  Director's  Office  budget  request  increases  $20  million  in 
federal  funds,  including  funding  for  6.00  new  FTE,  compared  to  the 
FY  2004  base  budget  due  to  two  Medicaid  redesign  recommendations 
(HTFA  waiver  and  waiver  of  deeming  -  discussed  in  detail  in  the 
DPHHS  overview) 

General  fund  costs  in  the  2007  biennium  budget  request  are  lower  than 
base  budget  costs  because  one  time  department  wide  termination 
payouts  were  removed  from  the  base  budget 
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Major  LFD  Issues 


The  legislature  could  continue  program  funding  at  FY  2004  base 
budget  funding  splits,  reducing  the  2007  biennium  general  fund 
request  by  $25,400 

The  legislature  could  continue  the  philosophy  that  the  original 
"refinancing"  unit  must  earn  its  general  fund  match,  and  reduce  the 
2007  biennium  general  fund  request  up  to  $189,000 


Budget  Discussion 

The  Director's  Office  budget  request  declines  from  base  budget  expenditures  to  FY  2006  and  then  increases  dramatically 
in  FY  2007.  The  reduction  between  the  FY  2004  base  budget  and  the  FY  2006  request  is  due  to  removal  of  department 
wide  termination  payouts  of  about  $835,000.  Agencies  must  pay  accumulated  annual  leave  and  overtime  leave  as  well  as 
a  portion  of  unused  sick  leave  when  employees  retire  or  leave  state  employment  or  when  their  positions  are  eliminated 
due  to  a  reduction  in  force  or  reorganization. 

Termination  payouts  are  recorded  in  the  personnel  program  budget  in  the  Director's  Office  and  then  removed  from  the 
base  budget  as  a  one-time  expense.  Since  termination  payouts  are  funded  from  a  combination  of  general  fund,  state 
special  revenue  and  federal  funds,  removal  of  termination  costs  accounts  for  a  reduction  of  about  $354,000  general  fund 
and  $61,000  state  special  revenue  from  the  base  budget  compared  to  the  annual  requests  for  the  2007  biennium.  Funds 
are  transferred  from  other  divisions  in  DPHHS  to  pay  termination  costs.  Other  operating  and  personal  services  cost 
increases  offset  part  of  the  $354,000  reduction  in  general  fund  due  to  removal  of  termination  costs. 

The  most  significant  change  in  the  Director's  Office  budget  request  is  for  $20  million  in  federal  authority  in  FY  2007  to 
pursue  two  of  the  Medicaid  redesign  recommendations  made  by  the  Governor's  Health  Care  Advisory  Council.  The 
Medicaid  redesign  recommendations,  including  legislative  policy  options,  are  discussed  in  the  agency  overview  because 
more  than  one  division  is  affected  and  because  of  the  major  policy  issues  associated  with  the  recommendations.  The 
requests  are  attached  to  the  Director's  Office,  but  directly  affect  programs  and  expenditures  in  three  other  divisions  - 
Health  Resources,  Operations  and  Technology,  and  Addictive  and  Mental  Disorders  divisions.  If  the  requests  are 
approved  and  implemented,  program  administration  and  related  expenditures,  including  funding  for  6.00  new  FTE,  will  be 
distributed  from  the  Director's  Office  budget  among  affected  programs. 

Biennial  Comparison 

Figure  28  shows  the  2005  biennium  expenditure  and  appropriations  (about  $6  million)  compared  to  the  budget  request  for 
the  2007  biennium  ($26  million).  While  the  total  funds  requested  increase,  total  general  fund  support  declines  slightly. 
The  2007  biennium  grows  $20  million  because  of  the  two  requests  for  federal  funds  to  implement  Medicaid  redesign 
recommendations.  General  fund  support  for  the  2005  biennium  is  slightly  lower  than  the  2007  biennium  due  to  removal 
of  one-time  termination  payouts  in  the  base  budget. 
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Figure  28 

2005  Biennium 

Compared  to  2007  Biennium 

Director's  Office 

Percent 

Percent 

Budget  Item/fund 

2005  Biennium 

2007  Biennium 

of  Total 

Change 

Incr/Decr 

FTE 

42.00 

42.00 

0.00 

0% 

Personal  Services 

$4,382,026 

$4,405,367 

17% 

$23,341 

1% 

Operating 

1,493,216 

6,728,151 

26% 

5,234,935 

351% 

[Equipment 

0 

0 

0% 

0 

0% 

Benefits/Claims 

0 

14,787,448 

57% 

14,787,448 

n/a 

Debt  Service 

20?478 

16,564 

m 

(3,914) 

-19% 

Total  Costs 

$5,895,720 

$25,937,530 

100% 

$20,041,810 

340% 

General  Fund 

$2,422,636 

$2,385,576 

9% 

($37,060) 

-2% 

State  Special 

495,745 

596,441 

2% 

100,696 

20% 

Federal  Funds 

2,977,339 

22,955,513 

89% 

19,978,174 

671% 

Total  Funds 

$5,895,720 

$25,937,530 

100%  $20,041,810 

340% 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Director's  Office 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

°o  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  1,438,349 

41.3% 

$  1,191,293 

40.8% 

$    1,194,283 

5.2% 

02099  69010-Vista-Community  Cost  Shr 

70,311 

2.0% 

75,017 

2.6% 

75,133 

0.3% 

02377  02  Indirect  Activity  Prog  04 

220,124 

6.3% 

173,074 

5.9% 

173,217 

0.8% 

02774  Waiver  Of  Deeming 

- 

- 

- 

- 

100,000 

0.4% 

03072  690 10-Cns-Grants- Vista 

229,717 

6.6% 

249,786 

8.6% 

250,176 

1.1% 

03580  6901-93.778  -  Med  Adm  50% 

- 

- 

- 

- 

5,312,552 

23.1% 

03583  93.778  -  Med  Ben  Fmap 

- 

- 

- 

- 

14,687,448 

63.8% 

03594  03  Indirect  Activity  Prog  04 

1,520,641 

43.7% 

1,229,119 

42.1% 

1.226.432 

5.3% 

Grand  Total 

$3,479,142 

100.0% 

$2,918,289 

100.0% 

$  23,019,241 

100.0% 

The  Director's  Office  is  funded  by  a  combination  of  general  fund,  state  special  revenue,  and  federal  special  revenue.  The 
majority  of  the  functions  are  cost  allocated,  with  funding  based  on  the  task  that  is  being  performed.  In  the  base  budget, 
the  largest  source  of  funding  is  federal  cost  allocation  reimbursements  (44  percent  of  the  total).  In  FY  2007,  the  federal 
share  grows  significantly  to  94  percent  of  total  funding  due  to  the  proposed  Medicaid  redesign  recommendations  included 
in  the  Director's  Office  budget  request.  If  the  legislature  approves  the  redesign  waiver  requests,  $20  million  in  federal 
appropriation  authority  and  funding  for  6.00  new  FTE  will  be  distributed  among  other  divisions  and  the  funding  in  the 
Director's  Office  during  the  2007  biennium  will  more  closely  resemble  that  in  the  base  budget  year. 

State  special  revenue  supporting  the  Director's  Office  is  from  two  sources  -  cost  allocation,  which  is  the  most  significant, 
and  community  cost  share  for  VISTA  volunteers.  The  Office  of  Prevention  Resources  administers  the  VISTA  program, 
which  is  also  supported  by  a  federal  grant. 

General  fund  supports  41  percent  of  the  Director's  Office  base  budget.  The  total  general  fund  requested  in  FY  2007  is 
less  than  base  budget  funding,  falling  from  $1.4  million  to  $1.2  million,  due  to  removal  of  termination  payouts  in  the  base 
budget. 
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LFD 
ISSUE 


Potential  General  Fund  Reductions  -  The  legislature  may  wish  to  consider  the  general  fund  allocated  to 
several  of  the  subprograms  in  the  Director's  Office  compared  to  base  year  funding  and,  in  the  instance  of 
the  Office  of  Planning,  Coordination  and  Analysis,  the  original  expectations  of  how  the  function  would  be 
funded.  This  issue  has  two  parts: 

•  Base  year  funding  compared  to  request 

•  General  fund  support  for  Office  of  Planning,  Coordination  and  Analysis 

Part  1  -  Base  Year  General  Fund  Compared  to  2007  Biennium  Request 

Many  administrative  functions  in  DPHHS,  including  those  in  the  Director's  Office,  are  cost  allocated  among  several 
different  funding  sources.  The  most  easily  understood  method  of  allocating  shared  administrative  cost  is  based  on  the 
amount  of  time  staff  spends  on  each  function.  (There  are  also  other  methods  accepted  by  the  federal  government  that 
involve  assignment  of  costs  among  funding  sources.)  For  instance,  staff  time  spent  on  Medicaid  program  administration 
is  funded  50  percent  from  the  general  fund  and  50  percent  from  the  federal  funds.  Time  spent  administering  a  federal 
grant  function  is  funded  from  that  federal  grant. 

The  general  fund  requested  in  three  function  budgets  of  the  Director's  Office  is  greater  than  the  percent  of  general  fund 
supporting  base  budget  expenditures.  Figure  29  shows  individual  subprograms  and  the  difference  in  general  fund  if  the 
2007  biennium  budget  request  is  funded  at  the  same  funding  splits  as  the  base  budget  costs.  Without  evidence  to  show 
that  administrative  duties  will  substantially  change  from  the  base  budget  year,  the  legislature  could  chose  to  continue  base 
budget  funding  percentages  and  reduce  general  fund  costs  by  about  $25,400  over  the  2007  biennium. 

The  legislature  could  request  that  the  most  recent  cost  allocation 
funding  mix  be  presented  for  legislative  consideration  or  it  could  base 
the  2007  biennium  budget  request  on  the  base  budget  funding  mix. 


Part  2  -  Office  of  Planning,  Coordination  and  Analysis  (OPCA) 
The  legislature  approved  the  creation  of  a  refinancing  unit  for  DPHHS 
in  the  August  2002  Special  Session  by  appropriating  $5  million  in 
federal  funds  to  support  5.00  new  FTE  and  other  costs.  The  legislature 
expected  that  any  general  fund  costs  for  the  unit  would  be  supported  by 
projects  that  identified  general  fund  savings  from  "refinancing" 
programs  or  functions  with  federal  funds.  The  2003  Legislature 
appropriated  an  additional  $5  million  in  federal  funds  annually, 
including  funding  for  the  5.00  FTE,  to  continue  the  refinance  unit 
during  the  2005  biennium. 

DPHHS  reorganized  the  unit  and  expanded  its  functions  to  include 

assisting    the    department    with    planning    and    coordination    across 

divisions  and  developing  data  sources  and  reporting  statistics  and  trends 

in  a  form  usable  to  top  management  at  both  the  division  and  department 

level.  This  action  was  taken  within  the  constitutional  prerogative  of  the 

executive  to  manage  state  government.   However,  this  action  was  not 

anticipated  nor  considered  by  the  legislature  in  formulating  the  2005  biennium  appropriation.  Base  budget  general  fund 

supporting  OPCA  is  $162,105.    The  2007  biennium  executive  budget  requests  a  general  fund  increase  of  $191,000  to 

support  the  unit. 


Figure  29 

Director's  Office  General  Fund 

Request  Compared  to  Base  Funding 

Part  1  and  2  of 

GF  Request 

Funding  Issue 

Over  (Under) 

Subprogram 

Base  Funding 

Part  1  of  Funding  Issue 

Director's  Office 

$11,562 

Legal  Unit 

11,869 

Office  of  Program  Finance 

1,937 

Prevention  Resource  Center 

(2) 

Total  for  Part  1 

$25,361 

Part  2  of  Funding  Issue 

Office  of  Program  Finance 

Base  Year  General  Fund 

Times  2 

$324,390 

FY  2006  Request 

257,954 

FY  2007  Request 

257.409 

General  Fund  Request 

Over  (Under)  Base  Funding 

$190,973 

Public  Health  &  Human  Services 


B-72 


Director's  Office 


Public  Health  &  Human  Services 


04-Director's  Office 


1.1  1) 

ISSUE  COM 


Legislative  staff  requested  documentation  on  the  refinancing  projects  pursued  during  FY  2004  and  FY 
2005  in  order  to  determine  the  level  of  ongoing  general  fund  savings  generated  by  OPCA.  Depending 
on  the  documentation  provided,  the  legislature  may  wish  to  evaluate  the  level  of  general  fund  support 
for  this  function.  If  the  refinancing  projects  have  not  generated  the  level  of  general  fund  savings  to  support  the  2007 
biennium  request,  the  legislature  could  chose  to  continue  the  same  philosophy  for  this  office,  requiring  the  office  to  pay  its 
own  way  by  identifying  general  fund  cost  savings  throughout  DPHHS.  The  legislature  could  reduce  the  2007  biennium 
executive  budget  request  by  up  to  $191,000  general  fund,  or  about  $2,000  less  if  the  legislature  also  accepted  part  1  of  this 
issue.  That  action  would  leave  base  budget  general  fund  of  $162,195  for  the  office  and  would  require  the  office  to  either: 

•  Generate  needed  general  fund  through  refinancing  efforts  as  originally  envisioned  by  the  legislature;  or 

•  Transfer  general  fund  from  other  programs  or  incur  additional  vacancy  savings 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(445,490) 

(86,925) 

(600) 

12,039 

(445,211) 

(86,935) 

(579) 

12,821 

Total  Statewide  Present  Law  Adjustments 

($520,976) 

($519,904) 

DP  9999  -  Statewide  FTE  Reduction 

(0.75)            (19,532) 

(215) 

(20,130) 

(39,877) 

(0.75) 

(19,591) 

(216) 

(20,190) 

(39,997) 

Total  Other  Present  Law  Adjustments 

(0.75)          ($19,532) 

($215) 

($20,130) 

($39,877) 

(0.75) 

($19,591) 

($216) 

($20,190) 

($39,997) 

Grand  Total  All  Present  Law  Adjustments 

($560,853) 

($559,901) 

As  noted  earlier,  termination  payouts  for  all  of  DPHHS  are  recorded  in  the  personnel  unit  of  the  Director's  Office  and 
divisions  with  terminations  transfer  funds  to  cover  the  payouts.  FY  2004  base  budget  termination  payouts  of  about 
$834,000  were  removed,  causing  the  statewide  present  law  adjustments  to  net  to  a  negative  $0.5  million  annually.  About 
41  percent  of  those  costs  would  be  funded  from  the  general  fund. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  personal  services  general  fund  equal  to  the  across- 
the-board  personal  services  reduction  that  was  made  for  the  2005  biennium  by  the  2003  Legislature.  The  funding 
reduction  is  equivalent  to  0.75  FTE. 


New  Proposals 

New  Proposals 

Federal 
Special 



Total 
Funds 

General                State 
Program                FTE                  Fund                Special 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  188  -  HIFA  Waiver  -  Medicaid  Redesign  (Requires  Legislation) 
04               0.00                        0                        0 

DP  189  -  Waiver  of  Deeming  (Requires  Legislation) 

04              0.00                        0                        0 

Total               0.00                      $0                      $0 

0 

0 

$0 

0 

0 

$0 

6.00 
0.00 
6.00 

0 
0 

$0 

0 

100,000 

$100,000 

20,000.000 

0 

$20,000,000 

20.000,000 
100,000 

$20,100,000 
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DP  188  -  HIFA  Waiver  -  Medicaid  Redesign  (Requires  Legislation)  -  This  proposal  requests  $20  million  in  federal 
authority  for  a  Health  Insurance  Flexibility  and  Accountability  (HIFA)  waiver.  DPHHS  is  submitting  legislation  to 
authorize  the  waiver.  The  basic  premise  of  the  waiver  is  to  refinance  the  Mental  Health  Services  Plan  (MHSP),  currently 
funded  almost  entirely  from  state  funds.  In  some  years,  a  portion  of  the  federal  mental  health  block  grant  has  paid  MHSP 
costs.  The  HIFA  waiver  is  discussed  in  more  detail,  including  identification  of  legislative  policy  options,  in  the  DPHHS 
overview. 

DP  1 89  -  Waiver  of  Deeming  ("Requires  Legislation)  -  This  proposal  requests  $100,000  of  state  special  revenue  for  the 
Waiver  of  Deeming  proposal.  This  type  of  waiver  allows  DPHHS  to  exclude  parental  income  and  assets  in  determination 
of  a  child's  eligibility  for  Medicaid.  DPHHS  already  administers  two  such  waivers  for  physically  disabled  and 
developmentally  disabled  children.  This  request  would  create  a  third  waiver  for  children  with  a  serious  emotional 
disturbance  or  mental  illness  to  become  Medicaid  eligible  without  consideration  of  parental  income.  These  waivers  also 
provide  services  that  are  not  a  normal  part  of  the  Medicaid  program.  These  funds  would  be  used  to  support  the  required 
state  match  for  an  enhanced  Home  and  Community  Based  Services  (HCBS)  Waiver  that  is  also  part  of  the  Medicaid 
redesign  proposal,  which  is  discussed  in  detail  in  the  DPHHS  overview. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

168.25 

(0.04) 

0.00 

168.21 

(0.18) 

0.00 

168.07 

168.07 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

6,737,069 
1,617,217 

24,400 
0 

652,045 

52,974 

0 

0 

0 

1,263,678 

0 

0 

7,389,114 
2,933,869 

24,400 
0 

637,211 

52,978 

0 

0 

0 
0 
0 
0 

7,374,280 

1,670,195 

24,400 

0 

14,763,394 

4,604,064 

48,800 

0 

Total  Costs 

$8378,686 

$705,019 

$1,263,678 

$10347383 

$690,189 

$0 

$9,068,875 

$19,416,258 

General  Fund 
State/Other  Special 
Federal  Special 

271 ,275 
2,056,466 
6,050,945 

(1,482) 
240,808 
465,693 

396,345 

867,333 

0 

666,138 
3,164,607 
6,516,638 

(6,706) 
237,541 
459,354 

392,078 

(392,078) 

0 

656,647 
1,901,929 
6,510,299 

1,322,785 
5,066,536 
13,026,937 

Total  Funds 

$8378,686 

$705,019 

$1,263,678 

$10347383 

$690,189 

$0 

$9,068,875 

$19,416,258 

Program  Description 

The  Child  Support  Enforcement  Division  (CSED)  is  responsible  for  pursuing  and  obtaining  financial  and  medical  support 
for  children  by  establishing,  enforcing,  and  collecting  financial  support  owed  by  obligated  parents.  Program  staff  locates 
absent  parents,  identifies  assets,  establishes  paternity,  and  ensures  obligated  parents  maintain  medical  health  insurance 
coverage  for  their  dependent  children.  As  required  by  federal  law,  services  are  available  to  any  applicant  regardless  of 
income  or  resource  level. 

Activities  carried  out  by  program  staff  are  authorized  in  Title  40,  Chapter  5,  MCA,  and  are  mandated  by  the  federal 
government  in  accordance  with  Title  IV-D  of  the  Social  Security  Act,  42  USC  651  et  seq.,  and  45  CFR,  Chapter  3. 

Program  Highlights 


Child  Support  Enforcement  Division 
Major  Budget  Highlights 


Total  funding  for  the  division  increases  13  percent  between  the  2005 
and  2007  biennia.  General  fund  support  for  the  division  more  than 
doubles  from  $0.5  million  to  $1.3  million,  because  revenue  from  other 
sources  is  not  adequate  to  support  the  level  of  division  operations 
requested 

The  executive  budget  includes  a  request  to  continue  funding  from  the 
prevention  and  stabilization  fund  ($1.3  million)  authorized  by  SB  485 
from  the  2003  session.  The  provisions  of  SB  485  sunset  on  June  30, 
2005 


Major  LFD  Issues 


Child  Support  Enforcement  state  special  revenue  funds  will  not  be 

adequate  to  support  the  division,  LFD  provides  potential  options  for 

funding  the  division 

General  fund  support  for  the  division  more  than  doubles 

Federal  funds  included  in  the  division  budget  are  inconsistent  with  the 

state  matching  funds 
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Program  Narrative 

The  Child  Support  Enforcement  Division  (CSED)  pursues  and  obtains  financial  and  medical  support  from  non-  custodial 
parents.  Under  federal  regulation  these  services  must  be  available  to  anyone  who  applies,  regardless  of  the  family 
income  and  resource  level.  Historically,  CSED  funding  has  included  little  or  no  general  fund.  For  a  number  of  years  the 
division's  activities  were  funded  with  state  special  revenue  from  collections  of  child  support  and  federal  funds.  However, 
in  recent  years  state  special  revenues  have  declined,  and  ongoing  funding  for  the  division  has  been  an  issue  faced  by 
several  legislatures.  This  issue  has  been  included  in  the  legislative  budget  analysis  since  the  1997  session.  These  issues 
can  be  summarized  in  public  policy  questions  such  as: 

•  Should  CSED  be  self-sufficient,  relying  on  collections  of  state  special  revenue  and  federal  funds  to  support  the 
program?  Should  any  level  of  general  fund  be  used  to  support  this  program? 

•  When  state  special  revenues  for  CSED  are  inadequate  to  maintain  the  division's  operations,  what  action  should  be 
taken?  Should  CSED  state  special  revenue  collections  be  augmented  in  some  manner,  perhaps  by  charging  a 
sliding  scale  fee  to  those  utilizing  the  service2?  Particularly  those  families  above  a  certain  income  and/or  resource 
level?  Should  program  expenditures  be  reduced? 

These  issues  and  questions  become  more  complicated  when  the  potential  ramifications  of  maintenance  of  a  child  support 
enforcement  program  are  considered.  Under  federal  regulation,  states  must  maintain  a  child  support  enforcement  program 
that  meets  the  requirements  of  Title  rV-D  of  the  Social  Security  Act  in  order  to  receive  federal  funding  and  so  that  the 
state  is  eligible  to  receive  the  federal  Temporary  Assistance  for  Needy  Families  (TANF)  Block  Grant  that  provides  about 
$44  million  of  federal  funding  annually. 

Figure  30  summarizes  selected  performance  data  for  Montana  from  federal  fiscal  2001  -  2003  annual  federal  reports.  As 
the  figure  illustrates,  collections  distributed  to  families  and  the  number  of  cases  increased  each  year.  However,  staffing 

decreased  each  year  and  the  cost  effectiveness  ratio 
increased  between  federal  fiscal  2001  and  2002  and 
then  decreased  between  2002  and  2003.  The  cost 
effectiveness  ratio  measures  the  dollars  of  support 
collected  as  compared  to  the  dollars  expended  to 
support  the  program. 


Figure  30 
Summary  of  Selected  Child  Support  Enforcement  Performance  Measures 

Descri prion Federal  FY  200 1       Federal  FY  2002       Federal  FY  2003 

Collections  Distributed 
Total  Expenditures 
CSPIA  Cost  Effectiveness* 
Full  Time  Equivalent  Staff 
Total  Caseload 

•Notes: 


$41,027,136 

$43,450,853 

$44,285,363 

$12,366,610 

$12,488,346 

$14,368,225 

$3.91 

$4.10 

$3.63 

198 

160 

158 

38,931 

40,104 

40,983 

The  cost  effectiveness  ratio  is  determined  by  dividing  the  amount  of  collections 

by  the  dollars  expended  to  support  the  program. 

CSPIA  is  the  Child  Support  Performance  and  Incentive  Act  of  1 998 


The  preface  to  the  2003  annual  federal  report 
(summarizing  these  measures)  prepared  by  Sherri  Z. 
Heller,  Commissioner  of  the  U.S.  Office  of  Child 
Support  Enforcement,  included  several  interesting 
comments  about  the  evolution  and  changes  the  child  support  program  has  undergone.  These  comments  included: 

•  "90  percent  of  the  collections  were  distributed  to  families... That's  pretty  startling,  considering  that  this  program 
started  out  as  a  means  of  recovering  the  costs  of  public  assistance  payments,  a  sort  of  reimbursement  to  the 
taxpayers  for  welfare  expenditures  on  children." 

•  "But  this  change  also  represents  a  real  turn-around  in  our  conception  of  what  our  program  is  for.  We  now  view 
child  support  as  primarily  a  means  of  getting  reliable  income  to  families,  not  as  a  means  of  recovering  the  taxes 
spent  on  public  assistance." 

These  comments  point  out  the  changes  in  focus  and  to  some  degree  purpose  of  the  child  support  program  as  envisioned  by 
the  federal  government.  However,  the  history  and  policies  in  Montana  would  seem  to  indicate  a  continuation  of  the  view 
of  the  child  support  program  as  a  means  of  recovering  costs  and  reimbursing  taxpayers.  That  view  is  demonstrated  by  the 


~  The  implementation  of  a  user  fee  was  attempted  in  FY  1999  but  discontinued  due  to  its  poor  reception.  Additionally,  the  2003 
Legislature  considered  and  rejected  proposed  legislation  to  implement  a  fee  for  users  of  this  service.  Rather,  the  legislature  opted  to 
divert  a  portion  of  the  tobacco  settlement  proceeds  to  support  human  service  programs  including  child  support  enforcement  services. 
The  legislation  (SB  485)  implementing  the  diversion  of  tobacco  settlement  proceeds  sunsets  at  the  end  of  the  2005  biennium. 
However,  the  executive  budget  includes  a  request  (including  legislation,  LC0126)  to  continue  this  diversion  and  use  of  about  $1.3 
million  to  support  CSED.  In  addition  to  continuation  of  the  diversion  of  tobacco  settlement  proceeds,  the  executive  budget  also 
requests  an  increase  in  general  fund  support  for  CSED  from  about  $0.5  million  to  $1.3  million  between  the  2005  and  2007  biennia. 
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historical  policy  preference  that  CSED  be  self-sufficient,  maintaining  operations  with  little  or  no  general  fund  support. 
Inadequate  state  special  revenue  from  current  sources  has  made  it  difficult  for  the  program  to  maintain  and  sustain  itself  as 
a  self-sufficient  program  that  complies  with  federal  requirements.  The  augmentation  of  state  special  revenue  for  child 
support  enforcement  through  imposition  of  a  fee  upon  users  of  the  service  has  proven  to  be  a  controversial  issue  and 
would  seem  to  contradict  changes  in  federal  policies  aimed  at  encouraging  states  to  increase  the  amount  of  child  support 
collections  that  are  passed  through  the  state  to  families. 


Ill) 
ISSUE 


The  current  issues  surrounding  funding  for  CSED  are  not  new  and  are  similar  to  the  issues  and  funding 
situation  that  the  legislature  faced  during  the  2003  session.  At  that  time,  the  legislature  rejected  legislation  that 
would  have  implemented  the  collection  of  a  fee  or  charge  for  collection  of  child  support.  In  an  effort  to 
maintain  funding  for  CSED,  the  2003  Legislature  passed  SB  485,  which  diverted  a  portion  of  the  tobacco  settlement 
proceeds  to  an  account  to  support  programs  of  the  department  that  otherwise  would  have  been  downsized  or  eliminated. 
CSED  received  approximately  $1.3  million  of  funding  from  this  source  in  the  2005  biennium.  Additionally,  in  FY  2003 
the  department  transferred  general  fund  from  other  programs  in  the  department  to  CSED  to  maintain  the  program.  A 
portion  of  the  general  fund  transferred  to  CSED  was  available  due  to  the  receipt  of  an  enhanced  federal  medical  assistance 
participation  rate  (FMAP)  for  Medicaid.  Additionally,  the  executive  budget  indicates  that  a  supplemental  appropriation  of 
$857,000  will  be  requested  for  FY  2005. 


Figure  31  summarizes  how  the  requested  budget 
proposes  supporting  CSED  and  other  expenditures 
typically  charged  to  the  state  special  revenue  fund 
for  the  2007  biennium.  The  requested  budget 
proposes  using  a  combination  of  funds  from  the 
child  support  enforcement  state  special  revenue 
fund,  diversion  of  tobacco  settlement  proceeds,  and 
general  fund  to  match  federal  funds  to  maintain 
CSED  operations.  Depending  upon  legislative 
action  regarding  the  diversion  of  tobacco  settlement 
proceeds,  this  funding  may  be  "one-time"  funding 
and  not  an  ongoing  source  of  funds. 

The  legislature  has  several  options,  which  are  not 
mutually  exclusive,  for  maintaining  funding  for 
CSED,  including: 


Figure  3 1 

Child  Support  Enforcement  Division 

Summary  of  CSED  Budget  Request 

Summary  of  CSED  State  Special  Revenue  Fund 


Description 


Actual 
FY  2004 


Estimated 
FY  2005 


Requested 

FY  2006 


Requested 
FY  2007 


$2,707307 

750,000 

271.275 

6,050,945 

$9,779,527 


9.051,907 
$727,620 


$2,675,072 

513,678 

271,275 

6.716.519 

$10,176,544 


$1,990,929 

750,000 

666,138 

6,613,718 

$10,020,785 


9,360,594       10,347383 
S8I5.9S0         ($326.598) 


$1,901,929 
513,678 
656,647 
5,963,787 

$9,036,041 

9,068,875 
($32.834) 


Summary  of  CSED  Budget  Request 
Revenues: 

CSE  State  Special  Revenue  Funds 

Diversion  of  Tobacco  Settlement  Proceeds* 

General  Fund  Support  -  CSED 

Federal  Funds  Estimated,  34/66  Matching  Ratio* 

Total  Revenues  (Funds)  Available 
Expenditures: 

Child  Support  Enforcement  Division 
Revenues  Over  (Under)  Expenditures) 

CSE  Stale  Special  Revenue  Fund  Recap 
Revenue  *  Projected 
Expenditures: 

Child  Support  Enforcement  Division 

Indirect  Costs 

SEARCHS  (system)  Costs 

Subtotal  Expenditures 
Revenue  Over  (Under)  Expenditures 

'Notes 

Although  requested  as  a  biennial  appropriation  this  funding  is  shown  allocated  between  years  in  the  2007 
biennium  in  the  same  manner  as  it  was  allocated  in  the  2005  biennium. 

Estimated  federal  funds  assuming  all  state  special  revenue  and  general  fund  support  is  used  to  match 
federal  funds  on  a  34  percent  state  share,  66  percent  federal  funds  ratio 


$2,756,411        $2,756,411       $2,297,274       $2,294,007 


2,056.466 
372,891 
283395 

2,712,752 


2,675,072 
372.891 
283.660 


1,900.929 
372,891 
278.630 


1.901,929 
372,891 
278.656 


3,331,623         2352,450         2,553.476 


$43,65'  ($575.212)       ($255,176) 


1 )  Adopting  statutory  changes  that  impose 
a  fee  or  charge  for  the  use  of  CSED 
services3 

2)  Adopting  statutory  changes  that 
continue  the  diversion  of  tobacco 
settlement  proceeds  and  increase  the  amount  of  those  funds  used  to  support  the  CSED 

3)  Providing  a  general  fund  appropriation  to  supplement  state  special  revenue  collections 

4)  Providing  the  entire  amount  of  funding  (other  than  federal  funds)  needed  to  support  the  program  from  the 
general  fund  (about  $8.2  million  for  the  biennium)  and  depositing  the  revenue  that  now  goes  into  a  state 
special  revenue  fund  to  the  general  fund  instead.  Thus,  revenues  earned  by  the  division  would  partially  offset 
the  appropriation  from  the  general  fund. 

5)  Accepting  the  requested  budget  proposal,  using  a  combination  of  funds  from  the  child  support  enforcement 
state  special  revenue  fund,  divesion  of  tobacco  settlement  proceeds,  and  general  fund  to  maintain  the  state 
share  of  funding  for  child  support  enforcement 


In  the  fiscal  note  to  SB  72  from  the  2003  session,  the  department  proposed  charging  a  fee  that  was  the  lesser  of  10  percent  of  the 
payment  or  $7  per  warrant  (check)  issued.  The  fiscal  note  estimates  the  state  share  of  the  revenue  generated  by  this  fee  would  be 
about  $800,000  per  year.  Under  federal  regulations  any  fee  revenue  generated  as  a  recovery  of  costs  must  be  shared  with  the  federal 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 


Program  Funding  Table 

Child  Support  Enforcement 

Base           %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004         FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     271,275              3.2% 

$      666,138 

6.4% 

$     656,647 

7.2% 

02187  Child  Support  State  Share 

2,056,466             24.5% 

1,900,929 

18.4% 

1,901,929 

21.0% 

02698  69010-Prevention&Stabilization 

- 

1,263,678 

12.2% 

- 

- 

03570  93.563  -  Child  Support  Ivd  66% 

5,978,591             71.4% 

6,444,284 

62.3% 

6,437,945 

71.0% 

03605  93.563  -  Child  Support  Ivd  90/ 

72.354              0.9% 

72.354 

0.7% 

72.354 

0.8% 

Grand  Total 

$8,378,686           100.0% 

$10,347,383 

100.0% 

$  9,068,875 

100.0% 

As  the  funding  table  illustrates,  the  requested  budget  for  CSED  is  funded  with  a  combination  of  general  fund  (7  percent), 
state  special  revenue  (21  percent)  and  federal  funds  (72  percent).  However,  CSED  expenditures  in  general  are  funded  66 
percent  with  federal  Title  IV-D  funds,  with  the  remaining  34  percent  funded  by  a  combination  of  general  fund  and  state 
special  revenues. 

State  special  revenues  for  CSED  come  primarily  from  two  sources:  federal  incentive  funds,  and  retention  of  a  portion  of 
the  collections  made  on  cases  that  currently  are  or  have  in  the  past  received  cash  assistance  (public  assistance/welfare) 
payments.  Additionally,  in  the  2005  biennium,  approximately  $1.3  million  of  state  special  revenue  from  the  diversion  of 
tobacco  settlement  proceeds  to  the  prevention  and  stabilization  fund  established  in  SB  485  was  used  to  support  CSED. 


LFD 
ISSUE 


In  general  the  state  share  of  child  support  enforcement  expenditures  is  34  percent  and  the  federal  share  is  66 
percent.  It  is  expected  that  the  division  will  utilize  all  general  fund  and  state  special  revenue  appropriated  to 
support  child  support  enforcement  related  activities  as  match  to  draw  down  federal  funds.  However,  the 
budget  as  submitted  does  not  include  federal  funds  at  a  level  that  reflects  this  matching  ratio.  Federal  funds  are 
understated  in  the  first  year  of  the  biennium  and  overstated  in  the  second  year  of  the  biennium.  Additionally,  whether  or 
not  legislation  to  continue  the  diversion  of  a  portion  of  tobacco  settlement  proceeds  is  passed  and  approved  impacts  the 
level  of  federal  funds  the  division  is  able  to  leverage.  The  legislature  may  wish  to: 

•  Adjust  the  amount  of  federal  funds  included  in  the  division  budget  to  reflect  the  general  matching  rate  for  CSED 
expenditures  of  34/66  state  share/federal  funds 

•  Include  an  appropriation  of  federal  funds  in  the  legislation  that  authorizes  the  continued  diversion  of  tobacco 
settlement  proceeds  rather  than  including  these  federal  funds  in  HB  2 


Biennial  Budget  Comparison 

Figure  32  summarizes  funding  for  the  2007  biennium  compared  to  the  2005  biennium.  Funding  for  operating  costs 
increases  64  percent  due  requested  increases  in  consulting  and  professional  services,  postage  and  mailing,  and  rent  costs. 
Personal  services  costs  increase  about  3  percent.  General  fund  support  for  the  division  more  than  doubles,  increasing  from 
about  $0.5  million  to  $1 .3  million  for  the  biennium.  State  special  revenue  funds  increase  7  percent. 


government  in  the  same  proportion  as  the  expenditures  where  charged.   The  federal  share  of  child  support  enforcement  costs  is  66 

percent  and  the  state  share  is  34  percent. 
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Figure  32 

Child  Support  Enforcement  Division 

Biennial  Budget  Comparison 

Description 

2005 
Biennium 

2007 
Biennium 

Change 

Percent 

FTE 

Personal  Services 
Operating  Costs 
Equipment  &  Intangibles 
Debt  Service 

176.3 

$14,380,187 

2,801,563 

24,400 

14,264 

168.07 

$14,763,394 

4,604,064 

48,800 

0 

(8.2) 

$383,207 

1,802,501 

24,400 

(14.264) 

2.7% 

64.3% 

100.0% 

-100.0% 

Total 

$17,220,414 

$19,416,258 

$2,195,844 

12.8% 

General  Fund 
State  Special  Rev. 
Federal  Funds 
Total 

$542,473 
4,731,538 
11,946,403 

$17,220,414 

$1,322,785 

5,066,536 

13,026,937 

$19,416,258 

$780,312 

334,998 

1,080,534 

$2,195,844 

143.8% 
7.1% 
9;0% 
12.8% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006- 

General               State 
FTE                 Fund               Special 



Federal 
Special 



Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

961,468 

(307,941) 

(1,085) 

54,059 

951,448 

(307,531) 

(1,081) 

54,059 

Total  Statewide  Present  Law  Adjustments 

$706,501 

$696,895 

DP  9999  -  Statewide  FTE  Reduction 

(0.04)               (1.482) 

0 

0 

(1,482) 

(0.18) 

(6,706) 

0 

0 

(6,706) 

Total  Other  Present  Law  Adjustments 

(0.04)             ($1,482) 

$0 

SO 

($1,482) 

(0.18) 

($6,706) 

SO 

$0 

($6,706) 

Grand  Total  All  Present  Law  Adjustments 

$705,019 

$690,189 

The  statewide  present  law  adjustment  for  personal  services  equates  to  about  14  percent  of  the  $6.7  million  in  personal 
services  costs  that  are  included  in  the  base  budget.  The  statewide  present  law  adjustment  for  personal  services  is  large 
because  a  number  of  positions  were  vacant  during  the  base  year  in  an  effort  to  reduce  costs  to  the  level  of  funding 
available,  and  because  some  staff  were  performing  military  duty. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  general  fund  support  for  personal  services  by  $8,188 
for  the  biennium  to  reflect  the  across-the-board  personal  services  funding  reduction  that  was  adopted  by  the  legislature  for 
the  2005  biennium. 


COMMI.M 


Please  refer  to  the  discussion  of  the  across  the  board  personal  services  reduction  included  in  the  State 
Wide  Perspectives.  Volume  1  for  additional  information  on  this  topic. 
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New  Proposals 

New  Proposals 

] 

General 
Program               FTE                 Fund 

;iscal2006 

State               Federal 
Special             Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  6  -  Continuation  of  PS  A  for  Child  Support  Enforcement  (Requires  Legislation) 
05              0.00                       0           1,263,678                       0 

DP  191  -  Child  Support  Maintenance  Funding 

05              0.00             396,345           (396,345)                       0 

Total              0.00           $396,345           $867,333                     $0 

1,263,678 

0 
$1,263,678 

0.00 

0.00 
0.00 

0 

392,078 

$392,078 

0 
(392,078) 

($392,078) 

0 

0 

$0 

0 
0 

SO 

DP  6  -  Continuation  of  PSA  for  Child  Support  Enforcement  (Requires  Legislation)  -  This  decision  package  requests  $1.3 
million  for  the  biennium  from  the  diversion  of  tobacco  settlement  proceeds  to  the  prevention  and  stabilization  fund.  SB 
485  of  the  2003  session  provided  this  funding  for  the  2005  biennium  (the  provisions  of  SB  485  terminate  on  June  30, 
2005).  The  department  indicates  that  this  funding  is  necessary  to  maintain  current  operating  levels  in  CSED.  The  division 
must  meet  federal  Title  IV -D  operating  requirements  to  be  eligible  for  federal  funding.  Additionally,  this  is  also  a 
requirement  in  order  for  the  state  to  be  eligible  for  the  federal  Temporary  Assistance  for  Needy  Families  (TANF)  block 
grant.  During  the  2005  biennium  funding  from  the  prevention  and  stabilization  fund  was  used  to  maintain  current 
operating  levels  due  to  the  significant  decrease  in  federal  incentive  funds  caused  by  a  change  in  federal  regulations 
governing  the  calculation. 


LFD 
ISSUE 


Please  refer  to  the  agency  narrative  for  a  complete  discussion  of  the  diversion  of  tobacco  settlement  proceeds 
and  related  issues. 


The  funding  in  this  decision  package  is  allocated  $631,838  to  consulting  and  professional  services,  $315,920  to  postage 
and  mailing,  and  $315,920  toward  rent.  The  division  indicated  the  funding  requested  in  this  decision  package  would  be 
used  to  support  the  various  operating  costs  of  the  division  even  though  the  funds  were  allocated  only  to  a  select  number  of 
expenditures.  If  the  legislature  approves  this  decision  package  it  may  wish  to  direct  staff  to  work  with  the  department  to 
allocate  the  funds  to  the  appropriate  operating  costs  category  or  to  allocate  these  funds  to  the  category  titled  unallocated 
operating  costs  so  that  distortion  of  the  appropriation  for  some  operating  costs  does  not  occur. 


DP  191  -  Child  Support  Maintenance  Funding  -  This  decision  package  requests  $788,423  general  fund  for  the  biennium  to 
support  ongoing  operations  of  the  division.  State  special  revenue  support  for  the  division  has  decreased  due  to  a 
mandated  change  in  the  method  of  calculating  federal  incentive  funds  and  because  income  from  the  retention  of  a  portion 
of  collections  related  to  cash  assistance  cases  has  also  decreased  as  caseloads  decline.  The  division  must  meet  federal 
Title  IV-D  operating  requirements  to  be  eligible  for  federal  funding.  Additionally,  this  is  also  a  requirement  in  order  for 
the  state  to  be  eligible  for  the  federal  Temporary  Assistance  for  Needy  Families  (TANF)  block  grant. 


LFD 
ISSUE 


Please  refer  to  the  division  narrative  for  a  discussion  of  funding  and  related  issues. 
The  funding  in  this  decision  package  is  allocated  to  support  increases  in  operating  costs. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

54.00 

(0.60) 

0.00 

53.40 

(0.60) 

0.00 

53.40 

53.40 

Personal  Services 
Operating  Expenses 
Transfers 
Debt  Service 

2,188,515 

2,765,704 

0 

32,631 

125,426 

907,435 

0 

0 

0 
0 
0 
0 

2,313,941 

3,673,139 

0 

32,631 

123,105 

593,934 

0 

0 

0 
0 

0 
0 

2,311,620 

3,359,638 

0 

32,631 

4,625,561 

7,032,777 

0 

65,262 

Total  Costs 

$4,986,850 

$1,032,861 

$0 

$6,019,711 

$717,039 

$0 

$5,703,889 

$11,723,600 

General  Fund 
State/Other  Special 
Federal  Special 

1,913,526 

281,425 

2,791,899 

331,896 

74,787 

626,178 

0 
0 
0 

2,245,422 

356,212 

3,418,077 

193,074 

68,369 

455,596 

0 
0 
0 

2,106,600 

349,794 

3,247,495 

4,352,022 

706,006 

6,665,572 

Total  Funds 

$4,986,850 

$1,032,861 

$0 

$6,019,711 

$717,039 

$0 

$5,703,889 

$11,723,600 

Program  Description 

Fiscal  Services  Division  (FSD)  provides  financial  and  accounting  services  including:  development  and  implementation  of 
accounting  policies  and  procedures,  cash  management,  preparation  and  filing  of  federal  financial  reports,  payroll  and 
accounts  payable  services,  and  purchasing  of  supplies  and  equipment  for  the  department.  These  services  are  provided  by 
54.00  FTE. 

Statutory  authority  is  in  Title  17,  Chapter  1,  part  1,  and  Chapter  2,  MCA,  and  45  CFR  Subtitle  A,  Part  92  and  Subpart 
C92.2. 


Program  Highlights 


Fiscal  Services  Division 
Major  Budget  Highlights 


When  compared  to  the  2005  biennium,  the  2007  biennium  general 
fund  support  for  the  division  increases  about  7  percent  and  total 
funding  increases  about  13  percent 

The  increase  in  the  FSD  budget  is  due  to  statewide  present  law 
adjustments  with  the  largest  increase  being  a  $1.4  million  increase  (51 
percent)  in  the  costs  of  the  Statewide  Accounting  Budgeting  and 
Human  Resources  system. 

The  budget  request  includes  no  new  proposals  for  the  division 
Reorganization  resulted  in  the  movement  of  4.0  FTE  and  $271,785 
general    fund   and   $295,501    total    funds   for  the   2005    biennium 
supporting  payroll  functions  from  the  Director's  Office  to  the  Fiscal 
Services  Division 


Major  LFD  Issues 


•     None 
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Program  Narrative 

The  Fiscal  Services  Division  provides  a  number  of  services  to  the  programs  and  employees  of  the  department  including 
accounting,  payroll,  accounts  payable  and  purchasing  services.  Additionally,  this  division  is  responsible  for  agency  cash 
management  functions  for  all  funding  streams,  establishing  and  implementing  accounting  policies  and  procedures  and 
preparation  and  filing  of  federal  financial  reports.  Past  legislatures  have  been  concerned  with  the  findings  of  the  financial 
compliance  audits  of  the  department.  In  fact,  the  2001  Legislature  included  language  in  HB  2  regarding  actions,  such  as 
exempting  this  division  from  vacancy  savings  and  staff  reductions  that  might  be  taken  by  the  department  in  an  effort  to 
ensure  that  an  unqualified  audit  opinion  was  achieved.  The  financial  compliance  audit  for  the  two  fiscal  years  ended  June 
30,  2001  (report  dated  December  2001)  contained  a  number  of  significant  audit  findings.  The  department  took  a  number 
of  actions  to  implement  corrective  action  and  become  compliant  with  recommendations  made  in  this  audit.  The  financial 
compliance  audit  for  the  two  fiscal  years  ended  June  30,  2003  (report  dated  December  2003),  while  having 
recommendations  for  continued  improvement,  recognizes  that  the  department  made  significant  improvements  in  financial 
management  controls,  processes  and  procedures. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Fiscal  Services  Division 

Base           %  of  Base          Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004          FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$1,913,526              38.4%     $2,245,422 

37.3% 

$2,106,600 

36.9% 

02382  6901-02  Indrct  Activty  Prog  06 

281,425               5.6%          356,212 

5.9% 

349,794 

6.1% 

03591  6901-03  Indrct  Activty  Prog  06 

2.791.899              56.0%        3.418.077 

56.8% 

3.247.495 

56.9% 

Grand  Total 

$4,986,850            100.0%     $6,019,711 

100.0% 

$5,703,889 

100.0% 

The  division  is  funded  with  general  fund,  state  special  revenue  and  federal  funds  based  upon  a  complex  federally 
approved  cost  allocation  plan.  Approximately  37  percent  of  the  division's  budget  is  supported  by  the  general  fund  with 
state  special  revenue  (6  percent)  and  federal  funds  (57  percent)  providing  the  remainder. 


Biennial  Budget  Comparison 

As  illustrated  in  the  Figure  33,  total  funding  for  the  division 
increases  almost  1 3  percent  between  the  2007  and  2005  biennia. 
This  increase  in  funding  is  primarily  in  state  special  revenue  and 
federal  funds,  which  both  increase  about  17  percent.  General 
fund  support  for  the  division  increases  about  7  percent. 

The  increase  in  the  FSD  budget  is  due  to  statewide  present  law 

adjustments,   with   increases    in   fixed   costs   comprising   the 

majority  of  the  increase.   Fixed  costs  increase  $962,107  in  FY 

2006  and  $737,677  in  FY  2007.  The  majority  of  the  fixed  costs 

increase  is  due  to  the  Statewide  Accounting  Budgeting  and 

Human  Resources  System  (SABHRS),  which  increases  $1.4 

million  for  the  biennium  or  5 1  percent,  when  compared  to  twice 

the  FY  2004  costs.  For  discussion  of  the  increase  in  SABHRS  costs,  please  refer  to  the  budget  analysis  of  the  Department 

of  Administration,  which  may  be  found  in  Volume  3,  Section  A  of  the  2007  Biennium  Budget  Analysis  Report.    The 

executive  budget  for  the  FSD  includes  one  present  law  adjustment  that  decreases  costs  by  $41,139  to  reflect  the  across  the 

board  personal  services  funding  reduction  adopted  by  the  legislature  for  the  2005  biennium  and  no  new  proposals. 


Figure  33 

Fiscal  Services  Division 

Biennial  Budget  Comparison 

2005 

2007 

Biennium 

Biennium 

Change 

Percent 

FTE 

54.0 

53.4 

-0.6 

Personal  Services 

$4,421,486 

$4,625,561 

$204,075 

4.6% 

Operating  Costs 

5,880,816 

7,032,777 

1,151,961 

19.6% 

Debt  Service 

77,216 

65,262 

(11,954) 

-15.5% 

Total 

$10,379,518 

$11,723,600 

$1,344,082 

12.9% 

General  Fund 

$4,074,967 

$4,352,022 

$277,055 

6.8% 

State  Special  Rev. 

602,118 

706,006 

103,888 

17.3% 

Federal  Funds 

5,702,433 

6,665,572 

963,139 

16.9% 

Total 

$10,379,518 

$11,723,600 

$1,344,082 

12.9% 
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Program  Reorganization 

Payroll  functions  were  moved  from  the  Director's  Office  to  the  FSD  at  the  beginning  of  the  2005  biennium.  Four  FTE 
and  $271,785  general  fund  ($295,501  total  funds)  were  moved. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

243,189 
(97,262) 
(54,672) 
962,107 

240,917 
(97,174) 
(54,671) 
648,605 

Total  Statewide  Present  Law  Adjustments 

$1,053,362 

$737,677 

DP  9999  -  Statewide  FTE  Reduction 

(0.60)            (20,501) 

0 

0 

(20,501) 

(0.60) 

(20,638) 

0 

0 

(20,638) 

Total  Other  Present  Law  Adjustments 

(0.60)           ($20,501) 

SO 

so 

($20,501) 

(0.60) 

($20,638) 

$0 

$0 

($20,638) 

Grand  Total  All  Present  Law  Adjustments 

$1,032,861 

$717,039 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  general  fund  support  for  personal  services  by 
$41,139  for  the  biennium  to  reflect  the  across-the-board  personal  services  funding  reduction  that  was  made  by  the 
legislature  for  the  2005  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

157.03 

(0.24) 

12.00 

168.79 

(0.29) 

12.00 

168.74 

168.74 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

6,747,304 

20,269,621 

132,349 

0 

6,664,753 

9,112,972 

0 

713,572 

5,285,799 

0 

0 

632,000 
0 
0 

507,196 
2,506,908 
0 
0 
0 
0 
0 

7,968,072 

28,062,328 

132,349 

0 

7,296,753 

9,112,972 

0 

707,437 

5,286,066 

0 

0 

632,000 
0 
0 

505,799 
1,245,000 
0 
0 
0 
0 
0 

7,960,540 

26,800,687 

132,349 

0 

7,296,753 

9,112,972 

0 

15,928,612 

54,863,015 

264,698 

0 
14,593,506 
18,225,944 

0 

Debt  Service 

37,587 

0 

0 

37,587 

0 

0 

37,587 

75,174 

Total  Costs 

$42,964,586 

$6,631371 

$3,014,104 

$52,610,061 

$6,625,503 

$1,750,799 

$51340,888 

$103,950,949 

General  Fund 
State/Other  Special 
Federal  Special 

1,852,039 

5,320,797 

35,791,750 

74,855 

516,372 

6,040,144 

183,992 
1,223,796 
1,606,316 

2,110,886 

7,060,965 

43,438,210 

71,407 

518,572 

6,035,524 

183,991 

(38,239) 

1,605,047 

2,107,437 

5,801,130 

43,432,321 

4,218,323 
12,862,095 
86,870,531 

Total  Funds 

$42,964,586 

$6,631,371 

$3,014,104 

$52,610,061 

$6,625,503 

$1,750,799 

$51,340,888 

$103,950,949 

Program  Description 

The  purpose  of  the  Public  Health  and  Safety  Division  (PHSD)  is  to  improve  and  protect  the  health  and  safety  of 
Montanans.  The  division  provides  a  wide  range  of  preventive,  emergency  preparedness,  and  other  public  health  services 
to  individuals  and  communities.  Services  are  delivered  through  a  broad  range  of  private  and  public  providers,  including 
public  health  departments,  clinics,  and  hospitals.  PHSD  administers  public  health  programs  including,  but  not  limited  to: 

•  Clinical  and  environmental  laboratory  services 

•  Women's,  Infants  and  Children's  Special  Nutrition  Program  (WIC) 

•  Maternal  and  child  public  health  services 

•  Immunization  programs 

•  Sexually  transmitted  diseases/HIV  prevention 

•  Food  and  consumer  safety 

•  Emergency  medical  services 

•  Family  planning 

•  Chronic  and  communicable  disease  prevention 

•  Public  health  emergency  preparedness 

Public  health  services  are  administered  at  both  the  state  level  and  at  the  local  level  and  services  are  delivered  through 
contract  arrangements  with  local  public  health  and  other  health  service  agencies.  PHSD  contracts  with  over  700 
providers  for  the  delivery  of  health  care  services. 

Statutory  authority  for  public  health  functions  is  in  Title  50,  MCA,  including  local  public  health  activities.  Rules 
governing  public  health  programs  are  in  Title  37  of  the  Administrative  Rules  of  Montana.  Specific  citations  include: 
Maternal  and  Child  Health  Title  50,  Chapter  1  and  Chapter  19,  MCA,  and  Title  V  of  the  Social  Security  Act;  Family 
Planning  Title  X  of  the  federal  Public  Health  Service  Act  and  42  CFR,  Subpart  A,  Part  59;  WIC  P.  L.  95-627,  Child 
Nutrition  Act  of  1966,  and  7  CFR  part  246. 
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Program  Highlights 


Public  Health  and  Safety  Division  (PHSD) 
Major  Budget  Highlights 


Increases  in  federal  funding  add  $16  million  of  the  $18  million  growth 
in  the  2007  biennium  request  compared  to  FY  2004  base  budget 
expenditures 

•  The  request  includes  funding  for  12.00  new  FTE  for  a  number  of 
different  functions 

•  Most  of  the  growth  is  in  categorical  grants  that  have  expenditure 
guidelines  and  funding  restrictions 

The  executive  budget  includes  continued  funding  of  the  prevention 
and  stabilization  account  created  by  the  2003  Legislature  and 

•  Requests  legislation  to  continue  diversion  of  tobacco 
settlement  proceeds  from  tobacco  control  and  prevention  to 
maintain  funding  for. 

o     The  Montana  Initiative  for  the  Abatement  of  Mortality 

in  Infants  (MIAMI)  program 
o     Poison  control  and  AIDS  treatment  and  prevention 

•  Requests  general  fund  for  tobacco  control  and  prevention 
functions  and  reduces  tobacco  settlement  revenues 

Adds  $1  million  in  state  special  revenue  to  the  2007  biennium  budget 
request 


Major  LFD  Issues 


The  executive  budget  records  up  to  $36  million  annually  as  operating 
costs  rather  than  as  grants  and  benefits,  with  the  most  significant  issue 
being  potential  contravention  of  legislative  intended  outcomes  for 
carryforward  of  30  percent  of  unexpended  appropriation  authority  for 
operating  costs 

The  executive  budget  requests  general  fund  for  tobacco  control  and 
prevention  activities  rather  than  using  a  portion  of  the  tobacco 
settlement  state  special  revenue  allocated  by  statute  to  that  function. 
See  DPHHS  overview  for  more  detailed  analysis  and  discussion  of 
legislative  policy  options 


Program  Narrative 

The  Public  Health  and  Safety  Division  (PHSD)  FY  2006  budget  request  is  about  $10  million  greater  than  the  FY  2004 
base  budget  and  the  FY  2007  request  is  about  $8  million  higher.  Most  of  the  increase  is  in  present  law  adjustments  (about 
$7  million  per  year).  With  the  exception  of  about  $0.25  million  in  state  special  revenue  and  even  less  general  fund  (about 
$87,000  per  year),  present  law  adjustments  add  appropriation  authority  for  anticipated  increases  in  federal  categorical 
grants.  The  most  significant  federal  grant  funding  changes  are: 

•  Bioterrorism  and  emergency  preparedness  ($2  million  annually) 

•  Cardiovascular  health  ($0.6  million  annually) 

•  Tobacco  use  prevention  and  quit  line  ($0.4  million  annually) 

•  Laboratory  capacity  ($0.4  million  annually) 

•  Breast  and  cervical  cancer  screening  and  obesity  prevention  ($0.3  million  annually  each) 

In  addition,  federal  funds  support  about  $0.7  million  annually  in  state  wide  present  law  adjustments. 
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General  fund  rises  about  $71,000  to  $75,000  annually  to  support  statewide  present  law  adjustments.  About  25  percent  of 
the  general  fund  increase  is  due  to  cost  allocation  changes  in  the  division  administration  function,  with  other  increases  in 
the  tumor  registry,  genetics,  food  and  consumer  safety,  and  communicable  disease  programs. 

New  proposals  add  $3  million  to  the  FY  2006  budget  and  $2  million  in  FY  2007  compared  to  base  budget  expenditures. 
As  with  present  law  adjustments,  most  of  the  increase  is  in  federal  categorical  grant  funding  -  about  $1.7  million  each 
year.  State  special  revenue  adds  $1.3  million  in  biennial  appropriation  authority  in  FY  2006.  General  fund  increases 
about  $50,000  per  year. 

New  proposals  fund  12.00  new  FTE  from  federal  and  state  special  revenues.  The  most  significant  new  proposals  that  add 
federal  funding  are: 

•  Disability  and  health  grant  ($0.45  million  per  year) 

•  Emergency  preparedness  and  rural  health  grants  ($0.4  million  per  year  and  funding  for  4.00  FTE) 

•  Comprehensive  cancer  control  grant  ($0.2  million  per  year) 

The  remaining  8  other  requests  add  about  $0.6  million  per  year  and  fund  various  public  health  activities  and  new  FTE  for 
Libby  asbestos  screening  (2.00  FTE),  tobacco  control  and  prevention  (2.00  FTE),  1.00  FTE  for  public  health  tracking, 
1.00  FTE  environmental  laboratory  chemist  and  1.00  FTE  for  communicable  disease.  The  remaining  new  1.00  FTE 
clinical  laboratory  specialist  is  funded  through  laboratory  state  special  revenue. 

The  executive  budget  continues  the  diversion  of  tobacco  settlement  state  special  revenue  from  tobacco  prevention  and 
control  functions  to  other  programs.  This  action  was  authorized  for  the  2005  biennium  only  by  the  2003  Legislature  when 
it  created  the  prevention  and  stabilization  account  (PSA)  and  diverted  $12  million  from  tobacco  prevention  and  control  to 
continue  programs  slated  for  elimination  in  the  Governor's  2005  biennium  budget  request.  DPHHS  has  requested 
legislation  to  continue  the  diversion  of  tobacco  settlement  revenue  into  the  PSA  and  its  budget  request  includes  biennial 
state  special  revenue  appropriations  from  the  PSA  for: 

•  Montana  Initiative  for  the  Abatement  of  Infant  Mortality  (MIAMI)  -  $1  million 

•  Poison  control  and  AIDS  prevention  -  $0.2  million 

•  Increased  state  special  revenue  is  also  requested  to  pass  through  local  board  inspection  funds  ($0.1  million 
annually)  and  to  fund  1.00  FTE  for  the  public  health  and  environmental  laboratories  ($0.1  million  annually). 

•  New  proposals  supported  by  general  fund  net  to  a  $50,000  annual  increase.  An  across  the  board  personal  services 
reduction  removes  funding  for  about  0.25  FTE  and  $13,000  to  $15,000  general  fund  from  the  public  health 
laboratory.  Another  proposal  (DP  111)  shows  a  net  funding  increase  of  about  $84,000,  but  includes  a  funding 
switch  that  adds  about  $184,000  general  fund  and  reduces  tobacco  settlement  state  special  revenue  funding  by 
$184,000  per  year.  The  proposal  adds  $83,000  in  federal  authority  for  a  new  FTE  and  other  operating  costs  for 
tobacco  prevention  and  control. 


LID 
COMMENT 


The  executive  proposal  requests  continuation  of  the  PSA  and  shifts  funding  for  some  tobacco  control 
and  prevention  functions  from  tobacco  settlement  funds  to  general  fund.  Since  the  executive  budget 
allocates  tobacco  settlement  revenue  to  functions  other  than  tobacco  control  and  prevention,  general 
fund  is  requested  to  continue  present  level  activities  for  tobacco  prevention  and  control.  These  issues  are  discussed  in 
more  detail  in  the  DPHHS  overview  since  the  PSA  and  allocation  of  tobacco  settlement  revenue  affects  more  than  one 
division  in  the  DPHHS  budget  request. 


Summary  of  Division  Base  Budget  Compared  to  Executive  Request  by  Function 

Figure  34  shows  the  FY  2004  base  budget  expenditures  compared  to  the  2007  biennium  request  by  function  of  PHSD. 
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Division  administration  is  responsible  for  the  overall  management  of  PHSD.  Its  budget  accounts  for  3  percent  of  the  total 
FY  2007  division  budget  request.  The  majority  of  division  administration  functions  are  cost  allocated  among  all  division 
functions.  The  Libby  asbestos  screening  project  is  managed  in  the  division  administration  program  and  is  funded  from  a 
federal  grant.  The  total  division  request  increases  about  $150,000  annually,  with  half  of  the  change  in  federal  funds  for 
the  Libby  asbestos  program,  including  funds  for  2.0  new  FTE.  The  balance  of  the  division  administration  function 
increase  is  due  to  statewide  present  law  adjustments. 

The  chronic  disease  prevention  and  health  promotion  function  budget  is  about  20  percent  of  the  FY  2007  request,  rising 
about  $3  million  annually  compared  to  the  FY  2004  base  budget.  The  bureau  administers  diabetes  control,  breast  and 
cervical  cancer  screening,  tumor  registry,  emergency  medical  services,  and  tobacco  prevention  and  control  programs.  The 
most  significant  changes  are: 

•  Increases  in  federal  grant  funding  of  $0.7  million  annually  for  diabetes  control,  obesity  prevention,  and  breast  and 
cervical  cancer  screening 

•  A  federal  grant  increase  of  $0.4  million  annually  for  tobacco  prevention  and  control,  with  a  new  proposal  to  fund 
2.00  new  FTE,  and  a  funding  shift  that  appropriates  general  fund  and  federal  funds  and  reduces  state  special 
revenue  tobacco  settlement  funds 

The  family  and  community  health  function  accounts  for  37  percent  of  the  total  FY  2007  budget  request.  Major 
responsibilities  include  the  WIC  program,  family  planning,  MIAMI,  newborn  hearing  screening,  and  genetics  programs. 
This  function  also  administers  the  contracts  with  local  governments  and  contractors  that  provide  maternal  and  child  health 
services  funded  by  the  MCH  block  grant.  The  most  significant  changes  are: 

•  Continuation  of  MIAMI  -  $  1  million  in  FY  2006 

•  WIC  federal  grant  increases  of  $0.6  million  annually 

Communicable  disease  prevention  is  13  percent  of  the  total  division  budget  and  major  responsibilities  include  food  and 
consumer  safety,  tuberculosis  control,  immunization,  sexually  transmitted  disease  (STD),  rape  prevention,  and  AIDS 
prevention.  The  most  significant  change  is: 

•  Increased  state  special  revenue  authority  to  pass  through  license  fee  revenue  to  local  governments  for  inspection 
functions  ($0.2  million  per  year) 

Laboratory  functions  are  5  percent  of  the  total  division  budget  and  include  the  environmental  and  public  health 
laboratories  and  the  biomonitoring  function.  The  most  significant  changes  are: 
An  increase  in  the  federal  grant  for  biomonitoring  of  $175,000  annually 

•  Increases  for  laboratory  supplies  and  equipment  replacement,  including  funding  for  2.00  new  FTE,  adding  about 
$50,000  annually  in  state  special  revenue  from  laboratory  fees 

•  General  fund  reductions  to  maintain  the  across  the  board  personal  services  funding  reductions  enacted  by  the 
2003  Legislature 

The  public  health  system  improvement  and  emergency  preparedness  function  is  22  percent  of  the  division  budget  and 
includes  funding  for  bioterrorism,  emergency  preparedness,  and  health  planning  functions.  The  major  changes  are: 

•  Increases  in  emergency  preparedness  and  bioterrorism  federal  funding,  including  3.00  new  FTE  ($3  million  each 
year) 

•  Federal  funds  to  support  2.00  new  FTE  and  operating  costs  for  public  health  and  disease  monitoring  ($0.2  million 
annually,  with  25  percent  of  the  amount  from  the  Public  Health  Block  Grant,  discussed  in  more  detail  in  the 
funding  section) 

Almost  38  percent  of  the  FY  2004  base  budget  expenditures  supported  grants  and  services  (benefits)  to  individuals, 
dropping  to  32  percent  in  the  FY  2007  budget  request.  The  largest  component  is  the  WIC  program,  with  a  combined  total 
of  $13  million  in  grants  and  benefits.  The  WIC  program  provides  vouchers  for  food  for  low-income  children  under  5  and 
nursing  mothers. 

Family  planning  grants  to  local  contractors  account  for  the  next  largest  grant  source  with  20  percent  of  the  total  grant 
funds  expended.  Family  planning  funds  support  local  family  planning  services  and  cancer  screening  services,  for 
example,  for  low -income  men  and  women. 
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Maternal  child  health  grants  to  counties  and  family  planning  funds  are  the  next  most  significant  with  more  than  $1  million 
a  piece.  Maternal  child  health  services  cover  a  wide  range  of  activities  and  support  public  health  services  for  at-risk 
women  and  children. 

Food  and  consumer  safety  pass  through  funds  to  local  governments  to  perform  licensure  inspections  account  for  8  percent 
of  the  total  grant  funds  in  FY  2007.  Smaller  grants  fund  emergency  preparedness  and  AIDS  prevention  and  treatment. 

Recording  Grant  Funds  as  Operating  Costs  in  Contracted  Services 

PHSD  records  a  significant  amount  of  grant  funding  for  local  governments  and  providers  as  operating  costs  that  support 
the  day-to-day  operations  of  the  division.  This  practice  is  inconsistent  with  the  way  that  other  divisions  record  the  vast 
majority  of  similar  expenditures  and  weakens  the  policy  outcome  anticipated  by  the  legislature  when  it  enacted  17-7- 
304(4),  MCA. 
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Recording  Expenditures  as  Grant  or  Operating  Costs  -  The  2007  biennium  PHSD  budget  requests  nearly  $21 
million  in  operating  costs  that  may  be  more  appropriately  recorded  as  benefits  or  grants.  The  $21  million 
would  support  contracts  with  local  governments  and  providers  to  deliver  services  that  directly  benefit 
individuals,  or  to  administer  services  that  benefit  members  of  the  public.  If  the  base  budget  expenditures  are  included,  the 
amount  that  may  be  inappropriately  recorded  as  operating  costs  rises  above  $50  million  annually.  No  other  division  in 
DPHHS  routinely  records  expenditures  that  provide  either  direct  or  indirect  services  to  individuals  as  contracted  services 
in  support  of  day-to-day  operation  of  the  agency. 

PHSD  made  the  determination  of  where  costs  should  be  recorded  based  on  written  guidance  provided  by  the  Department 
of  Administration.  Written  guidance  explaining  the  type  of  costs  that  should  be  recorded  as  contracted  services  in  the 
operating  category  of  expenditure  is  very  specific,  while  written  guidance  as  to  costs  that  should  be  recorded  as  grants  or 
benefits  is  vague. 

Why  Should  the  Legislature  Care  How  Agencies  Record  Costs  in  the  Accounting  System? 

There  are  several  reasons  that  the  legislature  may  wish  to  consider  whether  it  is  important  that  costs  are  recorded 
consistently  and  consistent  with  legislative  intent  in  the  state  accounting  system.  Those  include: 

•  Legislative  policy  outcomes  and  statutory  compliance 

•  Use  of  accounting  system  data  to  evaluate  and  analyze  state  expenditures  and  establish  state  appropriations 

•  Comparisons  across  DPHHS  divisions 

Legislative  Policy  Outcomes/Statutory  Compliance 

There  are  several  statutes  governing  how  agencies  must  track  and  account  for  expenditures  by  category  of  expenditure. 
The  efficacy  of  these  statutes  is  directly  related  to  how  expenditures  are  recorded  in  the  accounting  system  compared  to 
how  the  legislature  appropriated  the  funds  by  category  of  expenditure.  One  of  the  most  important  statutes  that  relies  on 
how  expenditures  are  categorized  is  17-7-304(4),  MCA,  which  allows  for  reappropriation  of  up  to  30  percent  of 
.  unexpended  appropriations  in  personal  services,  operating  expenses,  and  equipment.  Unexpended  grant  and  benefit 
appropriations  are  specifically  excluded  from  reappropriation.  The  statute  states: 

After  the  end  of  a  fiscal  year,  30  percent  of  the  money  appropriated  to  an  agency  for  that  year  by  the  general 
appropriations  act  for  personal  services,  operating  expenses,  and  equipment,  by  fund  type,  and  remaining  unexpended  and 
unencumbered  at  the  end  of  the  year  may  be  reappropriated  to  be  spent  during  the  following  2  years  for  any  purpose  that 
is  consistent  with  the  goals  and  objectives  of  the  agency.  The  dollar  amount  of  the  30  percent  amount  that  may  be  carried 
forward  and  spent  must  be  determined  by  the  office  of  budget  and  program  planning.  An  agency,  by  adhering  to  another 
statute  (17-7-138,  MCA)  that  allows  funds  to  be  reallocated  among  expenditure  categories  can  move  funds  appropriated 
for  grants  and  services  to  operating  costs.  Although  such  movement  is  allowed,  agencies  must  document  and  the 
Legislative  Finance  Committee  must  review  transfers  that  result  in  a  significant  change.  Plus  the  statute  considers  such 
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movement  of  funds  to  potentially  reflect  a  change  in  scope,  objective,  or  purposes.  1 7-7-1 38(4)(b)  states: 

For  the  purposes  of  this  subsection  (1),  an  agency  or  program  is  considered  to  have  a  significant  change  in  its 
scope,  objectives,  activities,  or  expenditures  if:  (i)  the  operating  budget  change  exceeds  $1  million;  or  (ii)  the 
operating  budget  change  exceeds  25  percent  of  a  budget  category  and  the  change  is  greater  than  $25,000.  If  there 
have  been  other  changes  to  the  budget  category  in  the  current  fiscal  year,  all  the  changes,  including  the  change 
under  consideration,  must  be  used  in  determining  the  25  percent  and  $25,000  threshold. 

So  agencies  that  move  appropriations  from  grants  or  benefits  to  operating  costs,  could  ostensibly  benefit  from 
reappropriation  of  such  authority  in  later  years. 

Legislators  and  program  administrators  rely  on  accounting  system  data  to  accomplish  fiscal  and  budgetary  policies 
embodied  in  state  statute.  Guidance  regarding  the  type  of  costs  that  should  be  included  in  expenditure  categories  needs  to 
be  clear  and  applied  consistently  in  order  for  the  legislature  to  accomplish  intended  appropriation  and  policy  outcomes. 

Use  of  Accounting  Data  to  Evaluate  and  Analyze  State  Expenditures  and  Establish  Appropriations 
State  accounting  system  data  is  the  major  component  of  the  state  budgeting  and  legislative  appropriation  processes.  The 
data  forms  the  base  budget  and  the  way  the  data  is  recorded  in  the  system  has  meaning  for  fiscal  and  appropriation  policy 
analysis  as  well  as  program  analysis. 

The  public,  including  legislators  and  their  staff,  use  state  accounting  system  data  to  evaluate  state  government.  Aggregate 
expenditure  data  is  used  to  quickly  convey  the  general  purpose  for  which  funds  are  spent.  Recording  grant  expenditures 
as  operating  costs: 

•  Overstates  the  operating  costs  of  state  government 

•  Understates  the  amount  spent  on  direct  and  indirect  services  to  individuals 

•  Understates  the  amount  passed  through  as  contracts  to  local  entities  outside  the  Helena  area 

The  Difference  Between  Operating  Costs,  Benefit  Costs  and  Grant  Costs 


The  choice  of  recording  an  expenditure  in  the  accounting  system  as  either  a  contracted  service  operating  cost  or  a 
grant/benefit  cost  is  not  as  clear  cut  as  it  might  appear.  As  noted  earlier,  state  accounting  policy  does  not  provide  detailed 
guidance  in  order  to  adequately  distinguish  among  these  categories  of  expenditures.  Such  expenditures  have  significant 
commonalities.  Expenditures  in  all  three  categories  are  made  through  contracts  with  entities.  Furthermore,  expenditures 
in  all  three  categories  support  program  objectives  and  in  some  instances  are  critical  to  the  program  accomplishing  its 
mission. 

The  Plain  Meaning  of  Operating  Cost,  Grant  and  Benefit 

Since  the  direction  provided  to  state  agencies  in  what  constitutes  a  contracted  service  operating  cost  versus  a  grant  is  not 

clear,  reviewing  the  plain  meaning  of  the  terms  is  important. 

Operating  costs  are  generally  what  some  persons  view  as  "the  bureaucracy"  -  the  staff  and  funds  to  support  those  staff, 
including  such  costs  as  rent,  telephone,  travel,  supplies,  and  contracts  for  computer  services  or  legal  advice.  Those  are  the 
costs  that  must  be  paid  for  the  "office"  to  remain  open. 

Grant  costs  reflect  costs  passed  through  to  other  entities  to  perform  services  that  benefit  individuals  or  the  public.  While 
some  persons  may  think  of  a  grant  as  a  "gift"  of  money  with  no  strings  attached,  those  type  of  government  grants  are 
extremely  rare.  Most  grants  are  governed  by  contracts  and  are  awarded  for  specific,  if  broad  purposes.  In  some  instances, 
such  as  the  pass  through  of  alcohol  tax  funds  to  local  entities,  statute  restricts  the  uses  of  the  grant  and  DPHHS  establishes 
rigorous  reporting  of  expenditures. 

Benefits  are  those  expenditures  that  directly  benefit  an  individual.  Benefits  are  also  provided  through  contract,  with  the 
person  or  entity  providing  the  service  agreeing  to  certain  conditions  in  order  to  deliver  the  service. 
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The  distinction  between  contracts  that  support  day-to-day  operations  rather  than  contracts  that  support  direct 
service  delivery  is  important  at  the  federal  level  too.  Some  federal  grant  notices  explicitly  show  the  amount 
allocated  to  contracts  for  state  agency  operations  and  contracts  that  support  delivery  of  services. 


The  Issue  as  it  Applies  to  PHSD 
Examples  of  PHSD  activities  recorded  as  operating  costs  that  more  closely  fit  the  grant  cost  category  include: 

•  Food  and  consumer  pass  through  funds  to  local  governments  to  inspect  restaurants  and  other  businesses  to  ensure 
public  health  and  safety 

•  Tobacco  control  and  prevention  contracts  with  local  entities  to  help  educate  persons  about  tobacco  use 

•  Some  AIDS  and  STD  prevention  activities  that  educate  persons  about  diseases  and  what  to  do  to  avoid 
contracting  the  disease 

•  A  significant  portion  of  bioterrorism  and  hospital  preparedness  funding  that  pays  for  training,  equipment,  and 
services  that  benefit  local  entities  that  are  not  administered  by  nor  administrative  attached  to  DPHHS 

The  benefit  cost  category  usually  denotes  DPHHS  expenditures  that  directly  benefit  individuals.  For  instance,  Medicaid 
services  are  recorded  in  the  benefit  category  of  expenditure.  Examples  of  PHSD  operating  cost  expenditures  that  most 
closely  fit  the  benefit  category  of  expenditure  are: 

•  Components  of  the  MIAMI  program  that  directly  assist  individuals 

•  The  tobacco  quit  line 

•  Contracts  for  breast  and  cervical  cancer  screenings  and  asbestos  screenings  that  provide  direct  benefit  to 
individuals 

•  immunizations 

•  Some  AIDS  program  expenditures  that  fund  continuation  of  health  insurance  coverage  for  individuals  or  help 
purchase  drugs  for  specific  persons 

Comparisons  Across  DPHHS  Divisions 

Most  DPHHS  expenditures  that  provide  direct  or  indirect  benefits  to  individuals  are  recorded  in  the  state  accounting 
system  as  grant  or  benefit  costs.  Although  there  may  be  a  rare  anomaly,  all  such  expenditures  are  governed  by  contracts, 
including  contracts  that  have  specific  deliverables,  specific  performance  requirements,  and/or  expenditure  limitations. 

It  is  not  easy  to  make  comparisons  across  divisions  within  DPHHS  due  to  the  difference  in  the  way  PHSD  enters  costs  in 
the  accounting  system.  For  instance,  it  appears  that  PHSD  incurs  direct  administrative  costs  of  $70  million  to  administer 
grants  and  benefits  of  $33  million  -  a  $2  investment  in  staff  and  operating  costs  to  deliver  fewer  than  $1  of  benefits  to 
individuals  and  the  public.  On  the  other  hand,  other  divisions  that  record  contract  costs  for  services  to  individuals  and  the 
public  as  grants  and  benefits  appear  to  have  a  significantly  higher  return  on  investment.  This  comparison  is  neither  fair  to 
PHSD  nor  accurate,  but  could  be  the  natural  conclusion  drawn  unless  persons  are  aware  of  the  inconsistencies. 

Options 

The  legislature  has  three  options  it  can  consider.  The  options  are  not  mutually  exclusive.  It  can: 

•  Amend  statute  to  define  what  is  considered  a  grant  expenditure  and  a  benefit  expenditure  so  that  1 7-7-304,  MCA 
would  have  the  outcomes  originally  intended  by  the  legislature 

•  Request  that  the  Department  of  Administration  provide  more  detailed  guidelines  for  grant  and  benefit 
expenditures  to  distinguish  those  expenditures  from  operating  costs,  and  review  state  agency  practices  in 
recording  data  in  the  state  accounting  system  to  ensure  consistency  and  accuracy 

•  Request  that  DPHHS  establish  department  wide  guidelines  and  review  division  practices  in  recording  data  in  the 
state  accounting  system  to  ensure  consistency  and  accuracy 
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The  first  option  would  allow  the  legislature  to  establish  the  types  of  costs  that  it  considers  to  be  within 
different  types  of  expenditure  categories.  Definitions  would  be  appropriate,  and  would  aid  in  interpretation 
and  implementation  of  17-7-304,  MCA.  LFD  staff  consulted  legislative  legal  staff  in  determining  that  this 
approach  would  be  appropriate  if  desired  by  the  legislature.  The  remaining  two  options  can  also  be 
implemented  with  amendments  to  statute. 
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The  legislature  could  forego  amending  statute  and  direct  the  Department  of  Administration  to  provide  clearer  guidance  in 
determination  of  the  difference  between  contracted  services  operating  costs  and  grants  and  benefits,  and  it  could  also 
direct  DPHHS  to  ensure  that  practices  across  the  agency  are  consistent  and  conform  to  state  guidelines. 

Lastly,  the  legislature  could  direct  DPHHS  to  maintain  consistency  in  categorization  of  accounting  system  entries  among 
divisions  and  forego  statewide  direction  through  statute  or  from  Department  of  Administration. 


Biennial  Comparison 

Figure  35  shows  the  2005  biennium  compared  to  the  2007  biennium  budget  request  for  PHSD.  The  2007  biennium 
request  is  12  percent  higher  than  the  2005  biennium,  with  increases  predominantly  in  operating  costs  and  federal  funding. 
Personal  services  funding  includes  12.00  new  FTE,  which  is  partially  offset  by  a  reduction  in  funding  for  0.24  FTE. 


Figure  35 

2005  Biennium  Compared  to  2007  Biennium 

Public  Health  and  Safety 

Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Change 

Change 

FTE 

157.03 

168.74 

11.71 

7% 

Personal  Services 

$14,540,557 

$15,928,612 

15% 

$1,388,055 

10% 

Operating 

40,432,725 

54,863,015 

53% 

14,430,290 

36% 

Equipment 

1,659,221 

264,698 

0% 

(1,394,523) 

-84% 

Grants 

17,656,793 

14,593,506 

14% 

(3,063,287) 

-17% 

Benefits/Claims 

18,530,561 

18,225,944 

18% 

(304,617) 

-2% 

Debt  Service 

55,468 

75,174 

0%. 

19,706 

36% 

Total  Costs 

$92,875,325 

$103,950,949 

100% 

$11,075,624 

F2% 

General  Fund 

$3,759,373 

$4,218,323 

4% 

$458,950 

12% 

State  Special 

11,844,426 

12,953,727 

12% 

1,109,301 

9% 

Federal  Funds 

77,271,526 

86,778,899 

83% 

9,507,373 

F2% 

Total  Funds 

$92,875,325 

$103,950,949 

100% 

$11,075,624 

F2% 

Operating  costs  show  the  largest  growth  due  to  federal  categorical  grant  increases  for  bioterrorism,  public  health 
activities,  and  the  WIC  program.  However,  some  increases  are  recorded  as  operating  costs  and  should  more  properly  be 
categorized  as  grants  and  benefits  since  the  funds  will  be  contracted  to  or  passed  through  to  other  entities,  such  as  local 
health  departments,  to  fund  services  that  provide  direct  or  indirect  benefits  to  individual  Montanans.  As  noted  earlier,  the 
executive  budget  request  includes  $20  million  to  fund  benefits  and  services  to  individuals  and  records  the  costs  as 
activities  related  to  the  day-to-day  operation  of  state  government. 

Federal  funds  support  83  percent  of  the  2007  biennium  request,  rising  $10  million  compared  to  the  2005  biennium.  State 
special  revenue  supports  12  percent  of  the  2007  biennium  request.  General  fund,  although  comprising  a  relatively  small 
share  of  funding  (4  percent),  increases  by  12  percent  between  biennia. 
Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by  the 
Governor. 
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Program 

Funding  Table 

Public  Health  &  Safety  Div. 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$1,852,039 

4.3% 

$2,110,886 

4.0% 

$2,107,437 

4.1% 

02 1 99  Dhes  Food  &  Consumer 

10,931 

0.0% 

10,931 

0.0% 

10,931 

0.0% 

02366  Public  Health  Laboratory 

2,000,079 

4.7% 

2,327,173 

4.4% 

2,326,886 

4.5% 

02379  02  Indirect  Activity  Prog  07 

102,766 

0.2% 

143,532 

0.3% 

143,884 

0.3% 

02462  Food/Lodging  License 

688,281 

1.6% 

982,673 

1.9% 

984,680 

1.9% 

02544  6901-Welch'S  Cost  Relief  Gran 

4,095 

0.0% 

4,095 

0.0% 

4,095 

0.0% 

02698  69010-Prevention&Stabilizarion 

- 

- 

1,261,908 

2.4% 

- 

- 

02790  6901  -Statewide  Tobacco  Sttlmnt 

2,514,645 

5.9% 

2,330,653 

4.4% 

2,330,654 

4.5% 

03004  Ems  Data  Injury 

14539 

0.3% 

92,113 

0.2% 

93,305 

0.2% 

03020  Ph  Workforce  Development 

48,541 

0.1% 

48,541 

0.1% 

48,541 

0.1% 

03023  Pregnancy  Risk  Assessment 

38,122 

0.1% 

38,122 

0.1% 

38,122 

0.1% 

03026  Family  Planning  Title  X 

1,872,039 

4.4% 

1,864,153 

3.5% 

1,863,899 

3.6% 

03027  Wic  (Women.Infants  &  Children) 

13,371,912 

31.1% 

14,001,311 

26.6% 

14,001,918 

27.3% 

03030  Health  Prevention  &  Services 

678,513 

1.6% 

911,664 

1.7% 

909,896 

1.8% 

03031  Maternal  &  Child  Health 

1,577,445 

3.7% 

1,696,944 

3.2% 

1,696,866 

3.3% 

03057  Newborn  Hearing  Screening 

76,268 

0.2% 

76,268 

0.1% 

76,268 

0.1% 

03074  Obesity  Prevention 

201,351 

0.5% 

511,819 

1.0% 

511,805 

1.0% 

03 1 59  Tuberculosis  Grant 

210,456 

0.5% 

305,778 

0.6% 

305,626 

0.6% 

03239  Chronic  Disease  Fed  Cat#l  3-283 

10,749 

0.0% 

10,749 

0.0% 

10,749 

0.0% 

03258  Diabetes  Control 

604,272 

1.4% 

730,901 

1.4% 

729,767 

1.4% 

03273  Primary  Care  Services 

98,019 

0.2% 

95,234 

0.2% 

9530 

0.2% 

03274  Ryan  White  Act,  Title  Ii 

768,911 

1.8% 

939,91 1 

1.8% 

939,911 

1.8% 

03336  Food  Inspection  Program 

27,829 

0.1% 

27,829 

0.1% 

27,829 

0.1% 

03357  Healthy  Child 

44,517 

0.1% 

44,517 

0.1% 

44,517 

0.1% 

03362  Data  Integration 

36,709 

0.1% 

36,709 

0.1% 

36,709 

0.1% 

03368  Trauma  System  Development 

49,197 

0.1% 

49,197 

0.1% 

49,197 

0.1% 

03370  Epi  &  Lab  Surveillance  E.  Coli 

319,534 

0.7% 

654,969 

1.2% 

654,794 

1.3% 

03383  Search  Grant 

169,136 

0.4% 

169,219 

0.3% 

169,136 

0.3% 

03429  Birth  Defects  Surveillance 

160,674 

0.4% 

163,963 

0.3% 

163,835 

0.3% 

03448  6901 -Early  Childhood  Comp  Sys 

- 

- 

100,000 

0.2% 

100,000 

0.2% 

03451  69010-CdpForBrfs 

197,281 

.    0.5% 

240,933 

0.5% 

240,906 

0.5% 

03461  6901-  Childrens  Oral  Hlth  Care 

25,669 

0.1% 

25,669 

0.0% 

25,669 

0.0% 

03596  03  Indirect  Activity  Prog  07 

393,319 

0.9% 

436,893 

0.8% 

436,747 

0.9% 

03681  6901-MtFdSafeAdvCncl93.103 

945 

0.0% 

945 

0.0% 

945 

0.0% 

03683  6901-Biomonitoring 

68,371 

0.2% 

270,156 

0.5% 

270,275 

0.5% 

03686  6901 -Adult  Lead 

1,716 

0.0% 

26,716 

0.1% 

26,716 

0.1% 

03689  6901-Bioter  Hosp  Preparedness 

1,104,043 

2.6% 

2,370,271 

4.5% 

2,370,015 

4.6% 

03690  6901 -Rape  Prev  &  Educ  93.126 

116,547 

0.3% 

177,049 

0.3% 

177,048 

0.3% 

03697  6901 -Cardiovascular  Hlth  Prgm 

365,037 

0.8% 

1,020,387 

1.9% 

1,020,364 

2.0% 

03698  6901 -Ems  Prev  Fire  Related  Inj 

49,630 

0.1% 

194,630 

0.4% 

194,630 

0.4% 

03706  6901 -Environment!  Hlth  Trackng 

467,841 

1.1% 

505,545 

1.0% 

504,931 

1.0% 

03708  6901-Libby  Asbestos  Screening 

518,999 

1.2% 

566,000 

1.1% 

565,588 

1.1% 

03709  690 1 -Rural  Access  Emerg  Device 

- 

- 

275,000 

0.5% 

275,000 

0.5% 

0371 1  6901 -Breast  &  Cervical  Cancer 

1,805,533 

4.2% 

2,147,978 

4.1% 

2,147,951 

4.2% 

03712  6901-Cancer  Registries  93.283 

184,663 

0.4% 

217,961 

0.4% 

217,594 

0.4% 

03713  6901-Wic  Farmer  Market  10.572 

33,462 

0.1% 

33,462 

0.1% 

33,462 

0.1% 

03788  Montana  Disability  And  Health  Progr 

- 

- 

450,000 

0.9% 

450,000 

0.9% 

03789  Hrsa  Ems  Rural  Health  Grant 

- 

- 

4,209 

0.0% 

433 

0.0% 

03822  Tobacco  Control 

831,780 

1.9% 

1,316,063 

2.5% 

1,315,511 

2.6% 

03929  Seroprevalence/Surveillance 

59,380 

0.1% 

59,380 

0.1% 

59,380 

0.1% 

03936  Vaccination  Program 

929,724 

2.2% 

982,003 

1.9% 

982,741 

1.9% 

03937  Std  Program 

278,347 

0.6% 

325,335 

0.6% 

32538 

0.6% 

03938  Aids  Fed.  Cat  #13.1 18 

1,349,014 

3.1% 

1,364,040 

2.6% 

1,363,804 

2.7% 

03959  Bioterrorism 

6.221,919 

14.5% 

7,428,587 

14.1% 

7,426,496 

14.5% 

03979  Comprehensive  Cancer  Control 

- 

- 

150,000 

0.3% 

150,000 

0.3% 

03998  Fetal  Alcohol  Syndrome 

279.087 

0.6% 

279.087 

0.5% 

279.087 

0.5% 

Grand  Total 

42,964,586 

100.0% 

52,610,061 

100.0% 

51,340,888 

100.0% 

PHSD  is  funded  by  a  combination  of  general  fund,  state  special  revenue  and  federal  funds.  General  fund  supports  about  4 
percent  of  the  budget,  and  federal  funds  rise  from  83  to  85  percent  of  division  funding  from  the  FY  2004  base  through  FY 
2007.  State  special  revenue  is  between  12  to  13  percent  of  total  funding  over  the  time  periods  shown  in  the  funding  table. 

General  fund  supports  a  share  of  the  state  match  requirement  for  the  Maternal  and  Child  Health  (MCH)  block  grant 
through  the  genetics  contract  ($600,000  annually),  some  public  health  laboratory,  tumor  registry,  communicable  disease, 
tobacco  control  and  prevention,  and  division  administration  functions;  and  the  End  State  Renal  Program  (about  $92,000 
annually  with  authorization  in  50-44-102,  MCA). 
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State  special  revenue  remains  relatively  constant  at  12  percent  of  the  FY  2004  base  budget  through  FY  2007.  Major  state 
special  revenue  sources  include: 

•  Tobacco  settlement  funds 

•  Payments  for  public  and  environmental  laboratory  services 

•  Fees  paid  to  license  restaurants  and  lodging  facilities 

There  are  50  federal  funding  sources  listed  in  the  division  funding  table,  including  2  federal  block  grants  and  more  than  30 
federal  categorical  grants  that  have  explicit  programmatic  and  expenditure  requirements.  Usually,  the  purpose  of  the 
grant  can  be  deduced  from  its  name.  For  instance,  a  grant  for  diabetes  control  must  be  spent  on  activities  to  educate 
persons  about  diabetes,  and  prevent  and  control  of  diabetes. 

The  single  largest  federal  grant  funds  the  WIC  (Women,  Infant  and  Children)  feeding  program,  which  accounts  for  31 
percent  ($13  million)  of  FY  2004  base  budget  funding  and  declines  slightly  to  27  percent  of  the  FY  2007  request,  even 
though  the  total  WIC  request  rises  to  $14  million.  Federal  funds  supporting  activities  designed  to  help  respond  to  or 
prevent  bioterrorism  events  are  the  next  most  significant  federal  source,  accounting  for  14  percent  of  budgeted  funds  and 
rising  from  $6  to  $7  million  in  FY  2007.  Other  federal  funding  sources  that  provide  in  excess  of  3  percent  of  PHSD 
funding,  listed  in  descending  order,  are: 

1)  Family  planning  Title  X  funds  that  provide  5  percent  ($2.5  to  $2.4  million)  of  division  funding  and  support 
reproductive  health  services  for  low-income  persons; 

2)  Breast  and  cervical  cancer  funding  that  provides  4  percent  ($1.8  to  $2.1  million)  of  total  PHSD  funding  and 
supports  cancer  screenings  for  persons  with  incomes  below  200  percent  of  the  federal  poverty  level  (see 
DPHHS  over  view  for  poverty  level  table);  and 

3)  AIDS  funding  that  provides  3  percent  ($1 .3  to  $1 .4  million)  of  total  division  funding  and  supports  services  to 
prevent  AIDS  as  well  as  assist  persons  in  obtaining  treatment. 

Two  federal  block  grants  account  for  about  5  percent  of  the  PHSD  2007  biennium  budget  request  -  the  Maternal  Child 
Health  (MCH)  Block  Grant  ($1.7  million  annually)  and  Preventive  Health  Block  Grant  ($0.9  million  annually).  These 
block  grants  support  a  variety  of  PHSD  functions  and  both  are  allocated  in  consultation  with  division  advisory  councils. 
Usually  the  allocation  is  different  than  anticipated  in  the  budget  request  and,  absent  specific  legislative  restrictions, 
different  than  the  legislative  appropriation. 

Federal  regulations  governing  MCH  specify  that:  1)  not  more  than  10  percent  of  the  grant  may  be  used  for  administering 
the  program;  2)  at  least  30  percent  must  be  used  for  preventive  and  primary  services  for  children;  and  3)  at  least  30 
percent  must  be  used  for  children  with  special  needs.  The  state  must  conduct  a  comprehensive  statewide  assessment  of 
MCH  needs  every  5  years.  The  MCH  grant  requires  that  every  $4  of  block  grant  funds  must  be  matched  with  $3  dollars 
of  state  or  local  funds.  Entities  that  receive  allocations  from  the  MCH  grant  provide  the  required  match.  The  state  must 
maintain  the  level  of  state  funding  provided  for  MCH  programs  in  fiscal  1989  -  $485,480.  The  state  maintenance  of  effort 
is  met  through  expenditures  for  the  MIAMI  program  ($0.5  million  state  special  revenue  from  the  PSA  in  each  year  of  the 
biennium)  and  a  contract  for  genetics  counseling  and  testing  ($0.5  million  general  fund  annually). 

A  significant  share  of  the  MCH  supports  contracts  with  counties  ($1  million  annually  during  the  2007  biennium)  to 
provide  the  preventive  and  primary  services  for  children  required  in  federal  guidelines.  The  match  for  the  grant  comes 
from  local  expenditures  reported  to  PHSD.  A  portion  (30  percent  -  $0.9  million  annually  in  the  2007  biennium)  of  the 
MCH  is  budgeted  in  the  Health  Resources  Division  (HRD)  to  provide  services  for  children  with  special  needs. 


LFD 

COMMENT 


Significant  Personal  Services  Adjustments  -  Personal  services  statewide  present  law  adjustments  are 
significant  for  this  division  overall  and  as  several  of  the  functions  within  the  division.  One  major 
contributor  is  vacancy  savings.  The  division  routinely  holds  about  17  positions  open  to  generate  the 
level  of  budgeted  vacancy  savings.  Additionally,  the  laboratory  function  moved  to  pay  plan  20 
(broad  banding,  which  provides  more  flexibility  to  managers  to  adjust  salaries)  in  order  to  help  recruit  and  retain  skilled 
employees,  which  increased  pay  levels.  Some  personal  services  adjustments  within  each  function  grow  due  to  transfer  of 
FTE  from  other  functions.  The  communicable  disease  function  shows  a  negative  adjustment  for  personal  services 
because  of  such  a  transfer. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions.  Each  of  the  present  law  adjustments  will  be  discussed  by  division  function. 


Present  Law  Adjustments 

Fiscal  2006— 



Federal 

Total 

1 

;iscal  2007 
State 

General                State 

General 

Federal 

Total 

FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

1,037,641 

1,033,958 

Vacancy  Savings 

(311,394) 

(311,250) 

Inflation/Deflation 

(4,671) 

(4,485) 

Fixed  Costs 

23,672 

27,751 

Total  Statewide  Present  Law  Adjustments 

$745,248 

$745,974 

DP  96  -  Increase  Funding  for  Local  Board  Inspection  Funds 

0.00                      0             159,000 

0 

159,000 

0.00 

0 

159,000 

0 

159,000 

DP  102  -  Additional  Authority  for  Lab  Supplies 

0.00                        0               72,000 

0 

72,000 

0.00 

0 

72,000 

0 

72,000 

DP  124  -  Fully  Implement  Emergency  Preparedness 

0.00     '                  0 

0 

1,026,038 

1,026,038 

0.00 

0 

0 

1,022,238 

1,022,238 

DP  128  -  Fully  Implement  Hospital  Emergency  Preparedness 

0.00                      0 

0 

1,166,050 

1,166,050 

0.00 

0 

0 

1,165,852 

1,165,852 

DP  129  -  Expanded  West  Nile  Activities 

0.00                      0 

0 

445,000 

445,000 

0.00 

0 

0 

445,000 

445,000 

DP  130  -  Increase  Funding  for  Breast  &  Cervical  Cancer 

0.00                        0 

0 

300,000 

300,000 

0.00 

0 

0 

300,000 

300,000 

DP  1 3 1  -  Increase  Funding  for  Obesity  Prevention  Grant 

0.00                        0 

0 

274,971 

274,971 

0.00 

0 

0 

274,971 

274,971 

DP  1 33  -  Increase  Funding  for  Biomonitoring 

0.00                        0 

0 

175,000 

175,000 

0.00 

0 

0 

175,000 

175,000 

DP  1 34  -  Increase  Funding  for  Ryan  White  AIDS  Grant 

0.00                      0 

0 

168,000 

168,000 

0.00 

0 

0 

168,000 

168,000 

DP  1 36  -  Increase  Funding  for  Tuberculosis  Grant 

0.00                      0 

0 

100,000 

100,000 

0.00 

0 

0 

100,000 

100,000 

DP  137  -  Increase  Funding  for  Immunization  Grant 

0.00                        0 

0 

78,000 

78,000 

0.00 

0 

0 

78,000 

78,000 

DP  1 38  -  Increase  Funding  for  Rape  Prev  &  Sexual  Assault 

0.00                        0 

0 

61,000 

61,000 

0.00 

0 

0 

61,000 

61,000 

DP  139  -  Increase  Funding  for  STD  Prevention 

0.00                        0 

0 

44,000 

44,000 

0.00 

0 

0 

44,000 

44,000 

DP  140  -  Increase  Funding  for  Health  Trend  Monitoring 

0.00                        0 

0 

35,000 

35,000 

0.00 

0 

0 

35,000 

35,000 

DP  141  -  Increase  Funding  for  Diabetes  Control  Program 

0.00                        0 

0 

18,000 

18,000 

0.00 

0 

0 

18,000 

18,000 

DP  169  -  Montana  Cardiovascular  Health  Program 

0.00                        0 

0 

591,000 

591,000 

0.00 

0 

0 

591,000 

591,000 

DP  170  -  MT  Tobacco  Use  Prevention  Quit  Line 

0.00                        0 

0 

356,024 

356,024 

0.00 

0 

0 

356.024 

356,024 

DP  1 71  -  MT  Tobacco  Use  Prevention  Base  Funding 

0.00                      0 

0 

30,715 

30,715 

0.00 

0 

0 

30.715 

30,715 

DP  176  -  Increase  Funding  -  Preventative  Health  Block  Grant 

0.00                      0 

0 

167,000 

167,000 

0.00 

0 

0 

167,000 

167,000 

DP  185  -  Increase  Funding  for  Women,  Infants  &  Children 

0.00                      0 

0 

632,000 

632,000 

0.00 

0 

0 

632,000 

632,000 

DP  9999  -  Statewide  FTE  Reduction 

(0.24)            (12,675) 

0 

0 

(12,675) 

(0.29) 

(15.271) 

0 

0 

(15.271) 

Total  Other  Present  Law  Adjustments 

(0.24)           ($12,675)           $231,000 

$5,667,798 

$5386,123 

(0.29) 

($15,271) 

$231,000 

$5,663,800 

$5,879,529 

Grand  Total  All  Present  Law  Adjustments 

$6,631,371 

$6,625,503 
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New  Proposals 


New  Proposals 

Fiscal  ""^ 

FKi'-ll  ?om 

General 

State 

Federal 

Total 

General 

"I    l.M  al   4.\J\J  1 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  7  -  Continuation  of  PSA  for  MIAMI  (Requires  Legislation) 

07               0.00                        0 

1,100,000 

0 

1,100,000 

0.00 

0 

0 

0 

0 

DP  1 1  -  Continuation  of  PSA  for  AIDS  Prevention  (Requires  Legislation) 

07              0.00                       0 

84,000 

0 

84,000 

0.00 

0 

0 

0 

0 

DP  12  -  Continuation  of  PSA  for  Poison  Control  (Requires  Legislation) 

07              0.00                       0 

77,908 

0 

77,908 

0.00 

0 

0 

0 

0 

DP  101  -  Prior  Year  Authority-  Local  Board  Inspection  Funds 

07              0.00                       0 

100,000 

0 

100,000 

0.00 

0 

100,000 

0 

100,000 

DP  1 1 1  -  MT  Tobacco  Use  Prevention  Fund  Switch  &  Reduction  (Requires  Legislation) 

07              2.00             183,992 

(183,992) 

83,646 

83,646 

2.00 

183,991 

(183,991) 

83,412 

83,412 

DP  1 17  -  Clinical  Laboratory  Specialist 

07              1.00                       0 

45,880 

0 

45,880 

1.00 

0 

45,752 

0 

45,752 

DP  1 55  -  Rural  Access  to  Emergency  Devices  Grant 

07               0.00                        0 

0 

275,000 

275,000 

0.00 

0 

0 

275,000 

275,000 

DP  1 56  -  Comprehensive  Cancer  Control  Program 

07               0.00                        0 

0 

150,000 

150,000 

0.00 

0 

0 

150,000 

1 50,000 

DP  158  -  Smoke  Detector  &  Fall  Prevention  Grant 

07               0.00                        0 

0 

145,000 

145,000 

0.00 

0 

0 

145,000 

145,000 

DP  159  -  Statewide  Emergency  Preparedness  Staff 

07               3.00                        0 

0 

135,818 

135,818 

3.00 

0 

0 

135,440 

135,440 

DP  160  -  Early  Childhood  Comprehensive  System  Grant 

07               0.00                        0 

0 

100,000 

100,000 

0.00 

0 

0 

100,000 

100,000 

DP  161  -  Libby  Asbestos  Program  Staffing 

07              2.00                       0 

0 

74,997 

74,997 

2.00 

0 

0 

74,794 

74,794 

DP  163  -  Public  Health  Planner 

07               1.00                        0 

0 

43,580 

43,580 

1.00 

0 

0 

43,461 

43,461 

DP  1 64  -  Communicable  Disease  Monitoring  Staffing 

07              1 .00                       0 

0 

40,207 

40,207 

1.00 

0 

0 

40,098 

40,098 

DP  165  -  Environmental  Public  Health  Tracking  Staff 

07               1.00                        0 

0 

37,188 

37,188 

1.00 

0 

0 

37,090 

37,090 

DP  166  -  Adult  Lead  Reporting 

07               0.00                        0 

0 

25,000 

25,000 

0.00 

0 

0 

25,000 

25,000 

DP  172  -  Increase  Funding  for  MT  Disability  &  Health  Prog 

07              0.00                       0 

0 

450,000 

450,000 

0.00 

0 

0 

450,000 

450,000 

DP  187  -  Environmental  Laboratory  Chemist 

07              I. 00                       0 

0 

45,880 

45,880 

1.00 

0 

0 

45,752 

45,752 

Total             12.00            $183,992         $1,223,796 

$1,606,316 

$3,014,104 

12.00 

$183,991 

($38,239) 

$1,605,047 

$1,750,799 
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Division  Administration  Proposed  Budget 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

11.00 

0.00 

2.00 

13.00 

0.00 

2.00 

13.00 

13.00 

Personal  Services 
Operating  Expenses 
Equipment 
Total  Costs 

576.831 

573,814 

7,131 

$1,157,776 

82,211 

(4.381) 

0 

$77,830 

74,997 

0 

0 

$74,997 

734,039 

569,433 

7,131 

$1,310,603 

82,397 

(4,377) 

0 

$78,020 

74,794 

0 

0 

$74,794 

734,022 

569,437 

7,131 

$U  10,590 

1,468,061 

1,138,870 

14,262 

$2,621,193 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

142,692 

102,766 

912,318 

$1,157,776 

21,486 

40,766 

15,578 

$77,830 

0 

0 

74,997 

$74,997 

164,178 

143,532 

1,002,893 

$1,310,603 

21,679 

41,118 

15,223 

$78,020 

0 

0 

74,794 

$74,794 

164,371 

143,884 

1,002,335 

SU10.590 

328,549 

287,416 

2,005,228 

$2,621,193 

The  division  administration  function  increases  about  $150,000  a  year  over  the  FY  2004  base  budget.  About  half  of  the 
increase  is  due  to  federal  funding  for  2.00  new  FTE  for  the  Libby  asbestos  screening  project. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

109,671 

(27,460) 

(352) 

(4,029) 

109.865 

(27,468) 

(348) 

(4,029) 

Total  Statewide  Present  Law  Adjustments 

$77,830 

$78,020 

Grand  Total  All  Present  Law  Adjustments 

$77,830 

$78,020 

Statewide  present  law  adjustments  add  about  $78,000  a  year  to  the  division  administration  function.  The  adjustments  are 
cost  allocated  among  functions  managed  by  PHSD.  Statewide  present  law  adjustments  add  about  $22,000  general  fund, 
$41 ,000  state  special  revenue  and  $1 6,000  federal  funds  to  the  annual  2007  biennium  budget  request. 

The  statewide  present  law  adjustment  for  personal  services  shows  a  significant  increase  due  to  moving  2.00  FTE  to  the 
function  during  the  2005  biennium  and  due  to  vacancy  savings. 


Ill) 
ISSUE 


Cost  Allocation  Mix  -  The  division  administration  function  is  funded  differently  in  the  2007  biennium 
than  in  the  FY  2004  base  budget.  Despite  the  significant  increase  expected  in  federal  funds,  general  fund 
rises  from  22  percent  of  base  budget  funding  to  28  percent  (after  removing  100  percent  federally  funded 
functions).  The  legislature  could  consider  funding  the  statewide  present  law  adjustments  at  the  same 
funding  mix  as  FY  2004,  and  reduce  general  fund  by  $8,351  and  state  special  revenue  by  $56,81 1.  Federal  funds  would 
increase  $56,162.  Legislative  staff  have  requested  information  documenting  that  the  increased  federal  funding 
requested  in  the  2007  biennium  would  not  be  available  to  lower  the  general  fund  contribution  beyond  these  amounts. 
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New  Proposals 

Fis 

Sub                                           General 
Program               FTE                 Fund 

ca|  2006   - 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General               State 
Fund               Special 

Federal 
Special 

Total 
Funds 

DP  161  -  Libby  Asbestos  Program  Staffing 

01                    2.00                        0 

Total                  2.00                     $0 

0 
$0 

74,997 
$74,997 

74,997 
$74,997 

2.00 
2.00 

0                      0 
$0                    $0 

74,794 
$74,794 

74,794 

$74,794 

DP  161  -  Libby  Asbestos  Program  Staffing  -  This  request  for  $74,830  federal  revenue  each  year  of  the  biennium  funds 
2.00  FTE,  one  program  manager  and  one  administrative  assistant,  for  the  asbestos  program  in  Libby,  Montana.  Both 
positions  are  currently  filled  and  this  request  makes  funding  for  the  positions  permanent. 

The  program  manager  is  a  registered  nurse  who  supervises  the  day-to-day  activities  of  the  field  office  and  three 
employees.  This  individual  interacts  with  patients  being  screened  for  asbestos  related  disease,  assists  in  the  pulmonary 
screening  of  patients,  explains  screening  results  to  patients,  and  assure  that  they  are  referred  as  appropriate  for  their 
medical  condition. 

The  administrative  assistant  helps  in  the  determination  of  an  individual's  eligibility  to  participate  in  medical  screening  for 
asbestos  related  diseases,  and  conducts  a  confidential,  in-depth,  computer  assisted,  epidemiologic  interview.  This 
individual  also  assists  in  educating  participants  and  scheduling  other  medical  screening  activities  for  them. 
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Chronic  Disease  Prevention  &  Health  Promotion  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  On-0" 

FTE 

33.27 

0.00 

2.00 

35.27 

0.00 

2.00 

35.27 

35.27 

Personal  Services 
Operating  Expenses 
Grants 

1.231,418 

6,244,479 

61 

254,713 

1,582,261 

0 

83,646 

1,097,908 

0 

1,569,777 

8,924,648 

61 

253,098 

1,582,399 

0 

83,412 

1,020,000 

0 

1,567,928 

8,846,878 

61 

3,137,705 

17,771,526 

122 

Total  Costs 

$7,475,958 

$1,836,974 

$1,181,554 

$10,494,486 

$1,835,497 

$1,103,412 

$10,414,867 

$20,909353 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

507,781 

2,514,645 

4,453,532 

$7,475,958 

12,954 

0 

1,824,020 

$1,836,974 

183,992 

(106,084) 

1,103,646 

$1,181,554 

704,727 

2,408,561 

7,381,198 

$10,494,486 

12,253 

0 

1,823,244 

$1,835,497 

183,991 

(183,991) 

1,103,412 

$1,103,412 

704,025 

2,330,654 

7,380,188 

$10,414^67 

1,408,752 

4,739,215 

14,761,386 

$20,909353 

The  executive  budget  request  for  the  chronic  disease  prevention  and  health  promotion  function  increases  about  $3  million 
per  year  over  base  budget  expenditures,  with  almost  all  of  the  increase  in  federal  grant  funding.  General  fund  increases 
about  $0.2  million  per  year  and  state  special  revenue  decreases  about  $0.3  million  over  the  biennium. 

The  executive  request  includes  a  funding  shift  from  tobacco  settlement  state  special  revenue  to  general  fund  for  the 
tobacco  control  and  prevention  function. 

Federal  funds  increase  nearly  $3  million  per  year  with  the  vast  majority  of  increases  in  categorical  grants  for  diabetes 
control,  obesity  prevention,  cardiovascular  health,  breast  and  cervical  cancer  screening,  smoke  detector  installation,  fall 
prevention,  and  smoking  cessation  activities. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General              State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                   Fund                  Special 

Special 

Funds                FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

316,633 

?  1 4.95 1 

Vacancy  Savings 

(61,920) 

(61,853) 

Inflation/Deflation 

(1,658) 

(1.594) 

Fixed  Costs 

13,209 

13.283 

Total  Statewide  Present  Law  Adjustments 

$266464 

$264,787 

DP  1 30  -  Increase  Funding  for  Breast  &  Cervical  Cancer 

0.00                       0 

0 

300,000 

300,000 

0.00 

0 

0 

300.000 

300,000 

DP  1 3 1  -  Increase  Funding  for  Obesity  Prevention  Grant 

0.00                        0 

0 

274,971 

274,971 

0.00 

0 

0 

274,971 

274,971 

DP  141  -  Increase  Funding  for  Diabetes  Control  Program 

0.00                       0 

0 

18,000 

18,000 

0.00 

0 

0 

18,000 

18,000 

DP  169  -  Montana  Cardiovascular  Health  Program 

0.00                        0 

0 

591,000 

591,000 

0.00 

0 

0 

591,000 

591.000 

DP  170  -  MT  Tobacco  Use  Prevention  Quit  Line 

0.00                       0 

0 

356,024 

356,024 

0.00 

0 

0 

356.024 

356.024 

DP  171  -  MT  Tobacco  Use  Prevention  Base  Funding 

0.00                      0 

0 

30,715 

30,715 

0.00 

0 

0 

30,715 

30,715 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$0 

$1,570,710 

$1,570,710 

0.00 

$0 

$0 

$1,570,710 

$1370,710 

Grand  Total  All  Present  1  .aw  Adjustments 

$1,836,974 

$1,835,497 
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DP  130  -  Increase  Funding  for  Breast  &  Cervical  Cancer  -  This  request  adds  $0.3  million  in  federal  funds  each  year  of  the 
biennium  for  the  Montana  Breast  and  Cervical  Health  Program.  Base  expenditures  for  this  program  were  $1.8  million. 

The  2007  biennium  request  would  support  performance  based  contracts  and  provider  reimbursement  for  breast  and 
cervical  cancer  screening  for  3,000  women.  The  additional  $300,000  would  fund  local  screening  of  at  least  600  additional 
women  each  year,  and  would  reimburse  medical  service  providers  for  additional  clinical  screening  services,  including 
provider  recruitment  activities. 

DP  131  -  Increase  Funding  for  CDC  Obesity  Prevention  Grant  -  This  proposal  adds  an  additional  $274,971  in  federal 
grant  funds  each  year  of  the  biennium  for  obesity  prevention  activities,  more  than  doubling  adjusted  base  budget 
expenditures  of  about  $237,000.  The  additional  funds  would  be  used  to  fund  interventions  within  Montana  communities, 
work  sites,  and  schools  to  promote  healthy  nutrition  and  regular  physical  activity.  Currently,  PHSD  funds  three 
community  pilot  projects  to  implement  community  and  school-based  interventions.  The  additional  funds  would  be  used  to 
expand  services  to  more  Montana  communities  and  schools  during  the  biennium. 

DP  141  -  Increase  Funding  for  Diabetes  Control  Program  -  This  request  adds  $18,000  in  federal  funds  each  year  of  the 
biennium  for  the  Diabetes  Control  Program.  Adjusted  base  budget  expenditures  were  $712,000.  The  Diabetes  Control 
Program  collaborates  with  primary  care  providers  and  diabetes  educators  across  the  state  to  improve  diabetes  care,  and  to 
increase  access  to  quality  diabetes  education.  The  additional  funds  would  be  used  to  support  the  existing  primary  care 
practices  in  the  quality  improvement  network  and  to  work  with  new  primary  care  practices  over  the  biennium. 

DP  169  -  Montana  Cardiovascular  Health  Program  -  This  request  adds  $591,000  each  year  of  the  biennium  for  federal 
spending  authority  for  the  Montana  Cardiovascular  Health  Program.  Adjusted  present  law  base  year  expenditures  were 
$429,000.  Increased  funding  would  enhance  program  efforts  statewide  targeting  improved  care  for  Montanans  with  heart 
disease,  stroke,  hypertension,  and  high  cholesterol. 

DP  1 70  -  MT  Tobacco  Use  Prevention  Quit  Line  -  This  request  for  $356,024  federal  authority  each  year  of  the  biennium 
would  fund  increased  access  to  the  tobacco  use  cessation  toll  free  quit  line  doubling  what  was  in  the  FY  2004  base  budget. 
In  the  first  six  months  of  operation,  the  quit  line  provided  services  to  over  1,700  Montanans.  The  increased  funding 
would  allow  an  additional  2,000  Montanans  per  year  to  access  the  quit  line. 

DP  171  -  MT  Tobacco  Use  Prevention  Base  Funding  -  This  request  adds  $30,715  federal  authority  each  year  of  the 
biennium  for  the  Montana  Tobacco  Use  Prevention  Program.  Together  with  base  budget  expenditures,  this  increase 
would  bring  the  annual  grant  amount  to  $875,000  in  federal  spending  authority.  The  additional  funds  would  be  used  for 
training  for  local  community  contractors.  Local  contractors  are  working  on  activities  in  four  areas:  1)  preventing  the 
initiation  of  tobacco  use  in  young  people  through  schools  and  community  events;  2)  eliminating  exposure  to  second  hand 
smoke  in  workplaces  and  businesses;  3)  eliminating  the  disparities  related  to  tobacco  use  in  American  Indian  and  rural 
communities;  and  4)  promoting  youth  and  adult  cessation. 

New  Proposals 


New  Proposals 

Sub                                           General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  12  -  Continuation  of  PSA  for  Poison  Control  (Requires  Legislation) 

03                   0.00                        0               77,908 

0 

77,908 

0.00 

0 

0 

0 

0 

DP  11 1  -  MT  Tobacco  Use  Prevention  Fund  Switch  &  Reduction  (Req 

uires  Legislation) 

03                  2.00             183,992          (183,992) 

83,646 

83,646 

2.00 

183,991 

(183,991) 

83,412 

83,412 

DP  1 55  -  Rural  Access  to  Emergency  Devices  Grant 

03                   0.00                        0                        0 

275,000 

275,000 

0.00 

0 

0 

275,000 

275,000 

DP  1 56  -  Comprehensive  Cancer  Control  Program 

03                  0.00                      0                      0 

150,000 

150,000 

0.00 

0 

0 

150,000 

1 50,000 

DP  158  -  Smoke  Detector  &  Fall  Prevention  Grant 

03                  0.00                      0                      0 

145,000 

145,000 

0.00 

0 

0 

145,000 

145,000 

DP  172  -  Increase  Funding  for  MT  Disability  &  Health  Prog 

03                  0.00                      0                      0 

450,000 

450,000 

0.00 

0 

0 

450,000 

450,000 

Total                  2.00           $183,992        ($106,084) 

$1,103,646 

$1,181,554 

2.00 

$183,991 

($183,991) 

$1,103,412 

$1,103,412 
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DP  12  -  Continuation  of  PSA  for  Poison  Control  (Requires  Legislation)  -  This  proposal  adds  $77,908  in  tobacco 
settlement  state  special  revenue  to  continue  the  biennial  appropriation  for  the  poison  control  hotline.  The  2003 
Legislature  authorized  a  temporary  diversion  of  tobacco  settlement  revenue  from  the  tobacco  control  and  prevention 
program  to  continue  the  program  during  the  2005  biennium.  DPHHS  has  requested  legislation  to  implement  this  request. 

The  Montana  poison  control  system  provides  assistance  to  over  1 1 ,000  Montana  callers  per  year.  Montana  contracts  with 
the  Rocky  Mountain  Poison  and  Drug  Center  in  Denver  to  provide  expert  poison  information  and  management  services  to 
Montana  citizens  and  visitors,  and  to  provide  clinical  toxicological  services  to  Montana's  health  care  professionals. 
DPHHS  provides  a  toll-free  telephone  line  for  citizen  access,  widely  advertises  the  number,  and  provides  poison 
information  and  prevention  materials  to  Montana  citizens. 

DP  1 1 1  -  MT  Tobacco  Use  Prevention  Fund  Switch  &  Reduction  (Requires  Legislation)  -  This  decision  package  reduces 
tobacco  settlement  state  special  revenue  by  $183,992  each  year  of  the  2007  biennium.  The  reduction  is  offset  by  an 
infusion  of  $183,992  general  fund  each  year  and  a  federal  grant  increase  that  supports  2.00  new  FTE.  The  Montana 
Tobacco  Use  Prevention  Program  (MTUPP)  funds:  28  community-based  contractors,  29  counties,  the  8  Montana 
recognized  tribes,  and  the  5  urban  Indian  centers.  These  community  programs  design  and  implement  evidence-based 
interventions  based  on  best  practices  and  reach  about  85  percent  of  Montana's  population.  Additional  services  provided 
include  operation  and  promotion  of  the  Montana  tobacco  quit  line,  training  and  technical  assistance  to  community  level 
contractors  and  other  interested  parties  on  tobacco  related  issues,  surveillance  and  evaluation,  and  an  education  and 
awareness  campaign. 


Ill) 
COIM1MKM 


Use  of  Tobacco  Settlement  Proceeds  -  Montana  voters  have  twice  enacted  initiatives  governing 
expenditure  of  tobacco  settlement  lawsuit  funds  (see  DPHHS  overview  for  a  more  detailed 
discussion  of  this  issue).  The  most  recent  initiative  passed  November  2002  required  that  32  percent 
of  the  tobacco  settlement  proceeds  be  deposited  in  a  state  special  revenue  account  and  used  for  tobacco  control  and 
prevention.  The  2003  Legislature  temporarily  diverted  a  portion  of  the  32  percent  allocation  for  tobacco  prevention  and 
control  to  continue  other  programs  slated  for  reduction  in  the  2005  biennium  executive  budget  request. 

The  2007  biennium  executive  request  continues  to  fully  fund  programs  authorized  by  the  one-time  diversion  of  tobacco 
settlement  proceeds.  Since  tobacco  settlement  revenues  are  declining  due  to  the  number  of  cigarettes  shipped  (one  of 
the  variables  in  determining  payments  under  the  master  settlement  agreement)  and  potentially  due  to  the  settling  parties 
loss  of  market  share,  there  is  insufficient  revenue  to  fund  increased  operating  costs  of  the  Montana  Tobacco  Use 
Prevention  Program  and  the  other  requests  in  the  executive  budget.  The  executive  request  offsets  part  of  the  tobacco 
settlement  revenue  reduction  by  allocating  general  fund  to  the  program. 


DP  155  -  Rural  Access  to  Emergency  Devices  Grant  -  This  request  adds  $275,000  federal  revenue  each  year  of  the 
biennium  for  the  Health  Resources  and  Services  Administration  Automatic  External  Defibrillator  grant.  This  request 
continues  a  three-year  grant  for  rural  access  to  emergency  devices,  designed  to  achieve  improved  outcomes  from  cardiac 
arrests  by  providing  education  and  automated  external  defibrillators  to  emergency  medical  services  personnel  in  rural 
areas  of  Montana.  This  grant  will  continue  through  July  of  2006. 


COM  M  KM 


Grant  Expenditures  Recorded  as  Operating  Costs  -  This  request  is  an  example  of  a  cost  that  would 
be  most  appropriately  recorded  as  grant  expenditure  in  the  accounting  system  since  the  funds 
provide  direct  benefits  to  Montanans.  The  request  does  not  fund  day-to-day  operating  costs  of  the 

PHSD.  This  example  illustrates  the  issue  previously  raised  with  respect  to  recording  expenditures  appropriately  in  the 

state  accounting  system. 


DP  1 56  -  Comprehensive  Cancer  Control  Program  -  This  proposal  requests  $150,000  federal  authority  each  year  of  the 
biennium  for  the  Comprehensive  Cancer  Control  (CCC)  Program.  The  funds  would  support  activities  and  the  process  to 
complete  a  written  Montana  CCC  Plan.  This  effort  will  be  coordinated  through  DPHHS  and  will  be  used  to  support  a 
statewide  stakeholder  group  and  small  workgroups.  The  ultimate  goal  of  this  effort  is  to  increase  cancer  awareness  and 
preventive  screening  among  Montanans. 
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DP  158  -  Smoke  Detector  &  Fall  Prevention  Grant  -  This  request  adds  $145,000  federal  funding  each  year  of  the 
biennium  for  a  federal  smoke  detector  and  fall  prevention  grant.  This  funding  would  continue  the  second  year  of  a  three- 
year  funding  cycle.  Funds  would  be  spent  in  collaboration  with  several  fire  departments  around  the  state  to  target 
residential  occupancies  for  long-life  smoke  alarm  installation  and  home  fire  and  injury  prevention  education. 


LFD 
COMMENT 


Example  of  Grant  Expenditures  -  This  request  is  budgeted  as  day-to-day  operating  costs  in  the 
executive  request.  However,  since  the  expenditures  support  direct  services  to  individuals 
(installation  of  smoke  alarms)  and  public  education  by  entities  other  than  PHSD  staff,  the 
expenditures  would  be  more  appropriately  recorded  in  grant  expenditures. 


DP  172  -  Increase  Funding  for  MT  Disability  &  Health  Prog  -  This  request  for  $450,000  federal  funds  each  year  of  the 
biennium,  would  be  used  to  coordinate  and  provide  service  to  prevent  secondary  conditions  and  improve  the  health  of 
Montanans  with  disabilities.  Secondary  conditions  are  health  conditions  that  are  acquired  after  the  onset  of  a  primary 
disability.  Examples  of  common  secondary  conditions  in  adults  with  developmental  disabilities  include  weight  problems, 
dental  problems,  and  bladder  dysfunction.  This  grant  is  expected  to  continue  for  five  years. 
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Family  &  Community  Health  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

29.25 

0.00 

0.00 

29.25 

0.00 

0.00 

29.25 

29.25 

Personal  Services 
Operating  Expenses 
Grants 

Benefits  &  Claims 
Total  Costs 

1,279,659 
2,001,106 
5,878,840 
9,112,972 
$18,272,577 

128,239 

(7,274) 

632,000 

0 

$752,965 

0 

1,200,000 

0 

0 

$1,200,000 

1,407,898 
3,193,832 
6,510,840 
9,112,972 
$20,225,542 

128,507 

(7,252) 

632,000 

0 

$753,255 

0 

100,000 

0 

0 

$100,000 

1,408,166 
2,093,854 
6,510,840 
9,112,972 
$19,125,832 

2,816,064 
5,287,686 
13,021,680 
18,225,944 
$39351374 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

576,695 

4,095 

17,691,787 

$18,272,577 

8,664 

0 

744,301 

$752,965 

0 

1,100,000 

100,000 

$1,200,000 

585,359 

1,104,095 

18,536,088 

$20,225,542 

8,807 

0 

744,448 

$753,255 

0 

0 

100,000 

$100,000 

585,502 

4,095 

18,536,235 

$19,125,832 

1,170,861 

1,108,190 

37,072,323 

$39351374 

The  executive  budget  for  the  family  and  community  health  function  increases  about  $3  million  over  the  2007  biennium 
compared  to  base  budget  expenditures.  Federal  funds  support  about  $2  million  of  the  increase  and  tobacco  settlement 
state  special  revenue  funds  to  continue  the  MIAMI  programs  add  $1  million  in  FY  2006.  General  fund  increases  are 
negligible  and  due  to  state  wide  present  law  adjustments. 

The  most  significant  changes  in  federal  funds  support  increases  in  the  WIC  program  ($0.6  million  per  year),  and  a  federal 
grant  to  continue  work  on  the  early  childhood  systems  of  care  project  ($0.6  million  per  year). 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
Fund 

General              State 
FTE                  Fund                 Special 

Federal 
Special 

Total 

Funds               FTE 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

186,899 

(58,660) 

(604) 

(6,670) 

187.181 

(58,674) 

(582) 

(6.670) 

Total  Statewide  Present  Law  Adjustments 

$120,965 

$121355 

DP  185  -  Increase  Funding  for  Women,  Infants  &  Children 
0.00                        0 

0 

632,000 

632,000 

0.00 

0 

0            632,000 

632,000 

Total  Other  Present  Law  Adjustments 

0.00                      SO 

$0 

$632,000 

$632,000 

0.00 

$0 

$0           $632,000 

$632,000 

Grand  Total  All  Present  Law  Adjustments 

$752,965 

$753355 

DP  185  -  Increase  Funding  for  Women,  Infants  &  Children  -  This  request  adds  $0.6  million  each  year  of  the  biennium  for 
federal  funding  for  the  WIC  grant.  The  WIC  grant  is  projected  to  be  $14  million  for  each  year  of  the  biennium.  Base  year 
funding  was  $13  million.  Figure  36  shows  the  number  of  persons  served  by  the  WIC  program  and  the  average  cost  per 
person  served  for  FY  2004  through  FY  2007,  with  the  last  three  years  data  being  estimates. 
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LFD 

ISSUE 


request   that 
possible. 


Additional  WIC  Services  -  The  executive  budget  has 
not  requested  the  full  amount  of  WIC  grant  funding  that 
is  anticipated  to  be  available  during  the  2007  biennium. 
The  legislature  could  appropriate  the  full  amount  and 
DPHHS   expand   services   to   the   maximum   amount 


Figure  36 

WIC 

Program  Historic  and  Estimated 

Persons  Served,  Net  Cost,  and  Average  Cost 

Fiscal  Year/ 

Cost  per      Persons      Percent 

Excess  Grant 

Food  Cost        Client       Served      Change 

2002 

$9,492,492    $449.43         21,121 

2003 

9,077,270      425.52         21,332            1% 

2004 

9,663,841      448.54         21,545            1% 

2005* 

9,663,841      444.11         21,760            1% 

2006* 

9,663,841      446.57        21,640          -1% 

2007* 

9,663,841      444.36         21,748            0% 

Additional  Grant  Amount  Anticipated  for  2007  Biennium 

2006* 

$169,457    $446.57               379 

2007* 

168,850      444.36               380 

♦FY  2005  through  FY  2006  data  is  based  on  HPSD  estimates. 

New  Proposals 

New  Proposals 

Sub                                           General               State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  7  -  Continuation  of  PSA  for  MIAMI  (Requires  Legislation) 

04                  0.00                      0          1,100,000 

DP  1 60  -  Early  Childhood  Comprehensive  System  Grant 

04                  0.00                      0                      0 

Total                   0.00                      $0         $1,100,000 

0 

100,000 

$100,000 

1,100,000 

100,000 

$1,200,000 

0.00 
0.00 
0.00 

0 

0 

$0 

0 

0 

$0 

0 

100,000 

$100,000 

0 

100,000 

$100,000 

DP  7  -  Continuation  of  PSA  for  MIAMI  (Requires  Legislation)  -  This  request  for  $1.1  million  in  tobacco  settlement  state 
special  revenue  would  continue  the  MIAMI  program.  MIAMI,  begun  in  the  late  1980s,  provides  home  visiting  services  to 
1,300  women  and  their  families  each  year.  Services  include  care  coordination,  education,  monitoring,  and  assisting 
families  to  improve  pregnancy  outcomes  and  decrease  infant  mortality  in  the  population. 

The  2003  Legislature  created  the  prevention  and  stabilization  account  (PSA)  and  transferred  funding  to  the  account  in  SB 
485  (17-6-606(3),  MCA).  The  majority  of  the  funding  came  from  a  temporary  division  of  $12  million  of  state  special 
revenue  tobacco  settlement  funds  that  were  initially  allocated  to  tobacco  control  and  prevention.  This  request  would 
continue  the  MIAMI  program  at  the  level  funded  in  SB  485.  These  services  are  scheduled  to  terminate  on  June  30,  2005 
due  to  one  time  funding  in  SB  485. 
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Tobacco  Settlement  Funds  and  Statutory  Requirement  for  MIAMI  -  Tobacco  settlement  funds  and 
the  PSA  are  discussed  in  greater  detail  in  the  DPHHS  overview.  If  the  legislature  does  not  provide 
funding  to  continue  the  MIAMI  program,  it  might  wish  to  consider  removing  the  requirement  for 
MIAMI  from  statute  -  (50-19-301  through  50-19-323,  MCA). 


DP  160  -  Early  Childhood  Comprehensive  System  Grant  -  This  request  adds  $100,000  federal  funds  each  year  of  the 
biennium  for  the  Early  Childhood  Comprehensive  System  Grant.  This  grant  supports  states  in  collaborative  early 
childhood  system  development,  with  the  ultimate  goal  of  supporting  families  and  children  who  are  healthy  and  ready  to 
learn  at  school  entry.  This  grant  would  allow  the  department  to  design  a  plan  for  an  Early  Childhood  Comprehensive 
System  in  Montana. 

Federal  agencies  determined  that  multiple  funding  mechanisms  aimed  at  specific  populations  (Head  Start),  services 
(mental  health  services  and  HCC  grants),  or  programs  were  not  being  linked  at  state  or  local  levels,  creating  lack  of 
cohesiveness,  and  potentially  ineffective  strategies  for  supporting  young  children  and  families.  There  are  five  specific 
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areas  of  focus  that  states  are  to  target  in  their  plan  development: 
Medical  homes 

Mental  health  and  social  emotional  development 
Early  care  and  education 
Parent  education 
Family  support 


DPHHS  Integration  of  the  Early  Childhood  Comprehensive  System  and  Children's  System  of  Care  - 
DPHHS  has  received  two  federal  grants  from  different  federal  funding  sources  that  allow  the  department 
to  plan  for  children's  systems  of  care  in  collaboration  and  cooperation  with  a  large  number  of 
stakeholders.  In  many  instances  these  grants  will  rely  on  input  from  the  same  stakeholders  and  have  some 
of  the  same  goals.  LFD  staff  has  requested  that  DPHHS  explain  to  the  Health  and  Human  Services  Joint  Appropriation 
Subcommittee  how  the  two  systems  will  be  integrated.  The  issue  is  discussed  more  fully  in  the  DPHHS  overview. 
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Communicable  Disease  Control  &  Prevention  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

29.82 

0.00 

0.00 

29.82 

0.00 

0.00 

29.82 

29.82 

Personal  Services 
Operating  Expenses 
Grants 
Total  Costs 

1,425,453 

3,266,577 

637,596 

$5329,626 

(89,205) 

1,064,373 

0 

$975,168 

0 

209,000 

0 

$209,000 

1,336,248 

4,539,950 

637,596 

$6313,794 

(89,539) 

1,064,418 

0 

$974,879 

0 

125,000 

0 

$125,000 

1,335,914 

4,455,995 

637,596 

$6,429,505 

2,672,162 

8,995,945 

1 ,275, 192 

$12,943,299 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

419,332 

699,212 

4,211,082 

$5329,626 

44,426 

194,392 

736,350 

$975,168 

0 

1 84,000 

25,000 

$209,000 

463,758 

1,077,604 

4,972,432 

$6313,794 

43,939 

196,399 

734,541 

$974,879 

0 

100,000 

25,000 

$125,000 

463,271 

995,611 

4,970,623 

$6,429,505 

927,029 

2,073,215 

9,943,055 

$12,943,299 

The  communicable  disease  control  and  prevention  budget  request  is  about  $2  million  higher  over  the  2007  biennium 
compared  to  FY  2004  base  budget  expenditures.  Federal  funds  increase  the  most  (about  $1.5  million)  and  state  special 
revenue  increases  $0.7  million.  General  fund  changes  are  entirely  attributable  to  state  wide  present  law  adjustments. 
Major  funding  changes  are  related  to  increases  in  federal  categorical  grants  for  tuberculosis,  immunization,  STD 
prevention,  rape  prevention,  AIDS,  and  West  Nile  lab  testing.  State  special  revenue  increases  to  allow  pass  through  of 
food  and  consumer  safety  license  fee  income  to  local  inspection  boards  ($0.3  to  $0.4  million)  and  tobacco  settlement 
revenue  to  continue  funding  for  ADDS  treatment  authorized  in  a  one  time  appropriation  by  the  2003  Legislature. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 



Federal 

General             State 

Total 

General 

State 

Federal 

Total 

FTE                  Fund                 Special 

Special 

Funds                FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

(33,528) 

(33,879) 

Vacancy  Savings 

(55,677) 

(55,660) 

Inflation/Deflation 

(1,127) 

(1,082) 

Fixed  Costs 

10,500 

10,500 

Total  Statewide  Present  Law  Adjustments 

($79,832) 

($80,121) 

DP  96  -  Increase  Funding  for  Local  Board  Inspection  Funds 

0.00                      0             159,000 

0 

159,000 

0.00 

0 

159,000 

0 

159,000 

DP  1 29  -  Expanded  West  Nile  Activities 

0.00                        0 

0 

445,000 

445,000 

0.00 

0 

0 

445,000 

445,000 

DP  1 34  -  Increase  Funding  for  Ryan  White  AIDS  Grant 

0.00                        0 

0 

168,000 

168,000 

0.00 

0 

0 

168,000 

168,000 

DP  1 36  -  Increase  Funding  for  Tuberculosis  Grant 

0.00                        0 

0 

100,000 

100,000 

0.00 

0 

0 

100,000 

100,000 

DP  1 37  -  Increase  Funding  for  Immunization  Grant 

0.00                      0 

0 

78,000 

78,000 

0.00 

0 

0 

78,000 

78,000 

DP  138  -  Increase  Funding  for  Rape  Prev  &  Sexual  Assault 

0.00                      0 

0 

61,000 

61,000 

0.00 

0 

0 

61,000 

61,000 

DP  139  -  Increase  Funding  for  STD  Prevention 

0.00                      0 

0 

44,000 

44,000 

0.00 

0 

0 

44,000 

44,000 

Total  Other  Present  Law  Adjustments 

0.00                     $0           $159,000 

$896,000 

$1,055,000 

0.00 

$0 

$159,000 

$896,000 

$1,055,000 

Grand  Total  All  Present  Law  Adjustments 

$975,168 

$974,879 
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DP  96  -  Increase  Funding  for  Local  Board  Inspection  Funds  -  This  request  adds  $159,000  state  special  revenue  each  year 
for  increased  funding  for  Food  and  Consumer  Safety  Section  (FCSS)  Local  Board  Inspection  Funds  License  fee.  The 
request  adds  appropriation  authority  to  spend  increases  in  license  fees  for  retail  and  wholesale  food  establishments  that 
were  raised  by  the  2003  Legislature.  A  portion  of  that  increase  is  implemented  in  2005. 

Base  expenditures  for  local  county  board  grant  funds  in  FY  2004  were  about  $0.6  million.  These  fees  are  passed  through 
to  local  county  programs  to  perform  licensing  and  inspection  activities. 

DP  129  -  Expanded  West  Nile  Activities  -This  request  adds  $445,000  federal  authority  each  year  of  the  biennium  for 
increased  funding  for  the  Epidemiology  and  Lab  Capacity  Cooperative  agreement.  This  grant  has  increased  to  fund 
expanded  West  Nile  activities  in  Montana.  Base  budget  expenditures  were  $319,534. 

DP  134  -  Increase  Funding  for  Ryan  White  AIDS  Grant  -  This  proposal  adds  $168,000  of  federal  Ryan  White  Title  II 
grant  funds  each  year  of  the  biennium.  Base  budget  expenditures  for  treatment  funding  were  $1.5  million.  The  increased 
funding  would  allow  the  state  to  take  advantage  of  expanded  treatment  funding  by  matching  with  state  special  revenue 
requested  in  DP  1 1  -  Continue  PSA  for  AIDS  Prevention. 

DP  136  -  Increase  Funding  for  Tuberculosis  Grant  -  This  request  adds  $100,000  federal  authority  each  year  of  the 
biennium  for  the  Tuberculosis  Elimination  Cooperative  Agreement.  Base  year  expenses  were  $205,663  and  an  additional 
$100,000  in  authority  would  allow  PHSD  to  address  fluctuations  in  the  grant  award. 


1  III) 

1  COMMENT 

Additional  Federal  Authority  -  The  legislature  may  wish  to  consider  whether  to  add  additional 
federal  authority  if  the  grant  amount  is  not  known  at  the  time  the  request  is  considered. 

DP  137  -  Increase  Funding  for  Immunization  Grant  -  This  request  adds  $78,000  federal  funds  each  year  of  the  biennium 
for  increased  immunization  activities.  Cooperative  agreements  for  calendar  year  2004  have  increased  the  available 
funding.  Base  budget  expenditures  for  direct  immunization  activities  were  about  $336,000. 

This  funding  supports  DPHHS  staff  who  conduct  on-site  assessments  of  public  and  private  vaccine  practices,  and  who 
provide  feedback  and  technical  assistance  to  assist  clinicians  in  increasing  coverage  rates. 

The  funds  would  support  continued  development  of  an  immunization  registry  to  track  vaccine  coverage  rates  across 
provider  and  county  lines,  and  the  majority  of  funds  would  be  used  to  contract  with  local  public  health  departments  to 
carry  out  immunization  activities  including: 

•  Immunization  registry  maintenance  and  recording  of  immunizations  for  children  served  in  the  public  and  private 
sectors 

•  Assessment  of  vaccine  history  for  children  accessing  W1C  clinics,  children  being  cared  for  in  out-of-home  child 
care  settings,  and  children  entering  kindergarten  in  one  school  per  county  per  year 

•  Updating  pandemic  influenza  plans  for  each  county  health  department,  in  cooperation  with  county  emergency 
planners 

DP  138  -  Increase  Funding  for  Rape  Prev  &  Sexual  Assault  -  This  proposals  $61,000  federal  funds  each  year  of  the 
biennium  for  an  increase  in  the  Rape  Prevention  and  Sexual  Assault  grant.  Base  budget  expenditures  for  direct  services 
were  $131,000.  As  with  base  program  expenditures  about  90  percent  of  the  additional  funds  would  be  used  to  contract 
with  local  service  providers  to  enhance  prevention,  counseling,  testing  and  treatment  services. 

DP  139  -  Increase  Funding  for  STD  Prevention  -  This  request  adds  $44,000  federal  funding  each  year  of  the  biennium  for 
the  Sexually  Transmitted  Diseases  program.  Base  budget  expenditures  for  laboratory  testing  were  $124,000. 


Public  Health  &  Human  Services  B- 1 07  Public  Health  &  Safety  Division 


Public  Health  &  Human  Services 


07-Public  Health  &  Safety  Division 


New  Proposals 


New  Proposals 

Fiscal  2006 

Sub                                           General               State 
Program               FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1 1  -  Continuation  of  PSA  for  AIDS  Prevention  (Requires  Legislation) 

05                  0.00                      0              84,000                      0 

DP  101  -  Prior  Year  Authority-  Local  Board  Inspection  Funds 

05                  0.00                      0             100,000                      0 

DP  1 66  -  Adult  Lead  Reporting 

05                  0.00                      0                      0              25,000 

Total                   0.00                      $0            $184,000             $25,000 

84,000 

100,000 

25,000 

$209,000 

0.00 
0.00 
0.00 
0.00 

0 

0 

0 

$0 

0 

100,000 

0 

$100,000 

0 

0 

25,000 

$25,000 

0 

100,000 

25,000 

$125,000 

DP  1 1  -  Continuation  of  PSA  for  AIDS  Prevention  (Requires  Legislation)  -  This  request  continues  $84,000  in  state  special 
revenue  over  the  biennium  from  the  prevention  and  stabilization  account  to  maintain  ADDS  treatment  services  at  the  2005 
biennium  level.  The  funding,  and  therefore  the  services,  are  scheduled  to  terminate  on  June  30,  2005  due  to  one  time 
diversion  of  tobacco  settlement  proceeds  into  the  PSA.  Please  see  the  DPHHS  overview  for  a  more  thorough  discussion 
for  further  information  on  PSA  funding. 

DP  101  -  Prior  Year  Authority-  Local  Board  Inspection  Funds  -  This  request  adds  $100,000  state  special  revenue  each 
year  of  the  biennium  to  allow  prior  year  local  board  inspection  funds  to  be  passed  through  to  local  contractors.  These 
funds,  a  portion  of  the  Food  and  Consumer  Safety  license  fee,  were  collected  in  prior  years  and  were  withheld  when 
performance  standards  were  not  met.  The  appropriation  would  allow  PHSD  to  distribute  these  funds  for  activities  related 
to  improving  performance  in  this  area. 

The  funds  represent  the  fees  collected  and  not  distributed,  and  once  used  this  reserve  will  be  eliminated.  PHSD  has 
requested  that  this  appropriation  be  designated  as  one-time-only  to  keep  it  from  being  in  the  base  budget. 

DP  166  -  Adult  Lead  Reporting  -  This  request  adds  $25,000  federal  funds  each  year  of  the  biennium  for  the  adult  lead 
reporting  program.  Currently,  PHSD  contracts  with  the  National  Institute  of  Occupational  Health  and  Safety  to  report 
adult  lead  levels  and  is  reimbursed  $25,000  annually  for  this  activity.  While  funding  is  still  dependant  on  federal 
budgeting,  the  amount  requested  appears  to  be  available  through  the  next  biennium. 
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Laboratory  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

29.00 

(0.24) 

2.00 

30.76 

(0.29) 

2.00 

30.71 

30.71 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 
Total  Costs 

1,123,286 

1,070,667 

22,280 

37,587 

$2,253,820 

212,701 

257,623 

0 

0 

$470,324 

91,760 

0 

0 

0 

$91,760 

1,427,747 

1,328,290 

22,280 

37,587 

$2,815,904 

210,063 

257,625 

0 

0 

$467,688 

91,504 

0 

0 

0 

$91^04 

1,424,853 

1,328,292 

22,280 

37,587 

$2,813,012 

2.852,600 

2.656,582 

44,560 

75,174 

$5,628,916 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

185,370 

2,000,079 

68.371 

$2,253,820 

(12,675) 
281,214 
201,785 

$470324 

0 

45,880 

45,880 

$91,760 

172,695 

2,327,173 

316,036 

$2,815,904 

(15,271) 

281,055 

201.904 

$467,688 

0 

45,752 

45,752 

$91,504 

170,099 

2,326,886 

316,027 

$2,813,012 

342,794 

4,654,059 

632,063 

$5,628,916 

The  2007  biennium  budget  request  for  the  laboratory  function  increases  about  $1  million  over  the  biennium  -  split 
between  state  special  revenue  from  laboratory  testing  fees  and  federal  grant  funds.  The  request  includes  funding  for  2.00 
new  FTE.  PHSD  allocated  a  general  fund  personal  services  reduction  to  the  laboratory  function. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fi 

seal  2C 

State 

Specia 

06 

General 
FTE                  Fund 

Federal 
il             Special 

Total 

Funds               FTE 

General             State                  Federal 
Fund                Special             Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

281,570 

(56,194) 

(39) 

10,662 

281.528 

(56,194) 

(37) 

10.662 

Total  Statewide  Present  Law  Adjustments 

$235,999 

$235,959 

DP  102  -  Additional  Authority  for  Lab  Supplies 

0.00                      0 

DP  133  -  Increase  Funding  for  Biomoniloring 

0.00                      0 

DP  9999  -  Statewide  FTE  Reduction 

(0.24)             (12,675) 

72,000                      0 
0             175,000 
0                      0 

72,000 
175,000 
(12,675) 

0.00                      0              72,000                      0 

0.00                      0                      0            175,000 

(0.29)            (15,271)                      0                      0 

72,000 
175,000 
(15,271) 

Total  Other  Present  Law  Adjustments 

(0.24)           ($12,675) 

$72,000           $175,000 

$234325 

(0.29)          ($15,271)            $72,000          $175,000 

$231,729 

1  .i  .mil  Total  All  Present  Law  Adjustments 

$470J24 

$467,688 

DP  102  -  Additional  Authority  for  Lab  Supplies  -  This  request  adds  $72,000  each  year  of  the  biennium  for  state  special 
spending  authority  due  to  anticipated  testing  workload  increases  in  the  public  health  and  environmental  laboratories. 
Testing  fees  are  the  source  of  state  special  revenue  and  will  be  used  to  purchase  additional  supplies.  The  increase  is  about 
10  percent.  The  base  budget  expenditures  for  supplies  were  $0.7  million. 

DP  133  -  Increase  Funding  for  Biomonitoring  -  This  proposal  adds  $175,000  federal  authority  each  year  of  the  biennium. 
The  biomonitoring  grant  is  used  to  investigate  human  exposure  to  chemical  contaminants  in  the  environment.  Montana  is 
a  member  of  a  consortium  comprised  of  six  mountain  states  including  Arizona,  New  Mexico,  Utah,  Colorado  and 
Wyoming,  who  have  common  interests  in  investigating  for  environmental  contaminants  that  affect  the  human  population. 
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The  biomonitoring  grant  funds  would  be  used  to  test  and  measure  specific  chemical  constituents  in  human  serum/urine 
with  the  intent  of  identifying  environmental  chemical  contaminants  deemed  harmful  to  humans.  No  human  testing  related 
to  this  grant  is  currently  being  performed  in  Montana.  Previous  grant  funds  have  been  used  for  start-up  purposes 
(primarily  personnel  and  plan  development  with  a  consortium).  The  additional  grant  funds  would  be  used  to  offset  the 
cost  of  testing  and  may  involve  the  purchase  of  laboratory  equipment. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  an  FTE  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  This  0.29  FTE  and  $28,000  general  fund  for  the  biennium  are  removed  from  the 
budget  permanently. 


New  Proposals 

New  Proposals 

Sub                                           General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  1 1 7  -  Clinical  Laboratory  Specialist 
07                    1.00 

DP  1 87  -  Environmental  Laboratory  Chemist 
07                    1.00 

0 
0 

45,880 
0 

0 
45,880 

45,880 
45,880 

1.00 
1.00 

0 
0 

45,752 
0 

0 
45,752 

45,752 
45,752 

Total                   2.00 

$0 

$45,880 

$45,880 

$91,760 

2.00 

$0 

$45,752 

$45,752 

$91,504 

DP  1 1 7  -  Clinical  Laboratory  Specialist  -  This  request  adds  $91,632  state  special  revenue  over  the  biennium  for  a  clinical 
laboratory  specialist  to  work  in  the  Public  Health  Laboratory.  Workloads  have  increased  21.6  percent  over  the  last  five 
years  while  staffing  has  remained  constant.  The  position  would  be  supported  by  fee  income. 

DP  1 87  -  Environmental  Laboratory  Chemist  -  This  request  adds  $91,632  federal  funds  over  the  biennium  for  a  chemist 
to  work  in  the  Environmental  Laboratory.  This  chemist  would  validate,  implement  and  perform  the  new  laboratory  tests 
for  chemical  terrorism.  These  tests  have  been  developed  by  Centers  for  Disease  Control  and  Prevention  but  have  not  yet 
been  available  in  Montana. 
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Public  Health  System  Improvement  &  Preparedness  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

24.69 

0.00 

6.00 

30.69 

0.00 

6.00 

30.69 

30.69 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Total  Costs 

1,110,657 

7,112,978 

102,938 

148,256 

$8,474,829 

124,913 

2,393,197 

0 

0 

52,518,110 

256,793 

0 

0 

0 

$256,793 

1,492,363 

9,506,175 

102,938 

148,256 

$11,249,732 

122,911 

2,393,253 

0 

0 

$2,516,164 

256,089 

0 

0 

0 

$256,089 

1,489,657 

9,506,231 

102,938 

148,256 

$11,247,082 

2,982,020 

19,012,406 

205,876 

296,512 

$22,496,814 

General  Fund 
Federal  Special 
Total  Funds 

20,169 

8,454,660 

$8,474,829 

0 

2,518,110 

$2,518,110 

0 

256,793 

$256,793 

20,169 

11,229,563 

$11,249,732 

0 

2,516,164 

$2316,164 

0 

256,089 

$256,089 

20,169 

11,226,913 

$11,247,082 

40,338 

22,456,476 

$22,496^14 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General                State 
FTE                  Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

176,396 

(51,483) 

(891) 

0 

174,312 

(51,401) 

(842) 

4,005 

Total  Statewide  Present  Law  Adjustments 

$124,022 

$126,074 

DP  124  -  Fully  Implement  Emergency  Preparedness 

0.00     '                   0 
DP  1 28  -  Fully  Implement  Hospital  Emergency  Preparedness 

0.00                        0 
DP  140  -  Increase  Funding  for  Health  Trend  Monitoring 

0.00                        0 
DP  1 76  -  Increase  Funding  -  Preventative  Health  Block  Grant 

0.00                       0 

0 
0 
0 
0 

1,026,038 

1,166,050 

35,000 

167,000 

1,026,038 

1,166,050 

35,000 

167,000 

0.00 
0.00 
0.00 
0.00 

0 
0 
0 
0 

0 
0 
0 
0 

1,022338 

1,165,852 

35,000 

167,000 

1,022,238 

1,165,852 

35,000 

167,000 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

so 

$2394,088 

$2394,088 

0.00 

$0 

$0 

$2390,090 

$2390,090 

Grand  Total  All  Present  Law  Adjustments 

$2318,110 

$2316,164 

DP  124  -  Fully  implement  Emergency  Preparedness  -  This  request  adds  $1,026,000  each  year  of  the  biennium  for  federal 
spending  authority  for  increased  funding  for  public  health  emergency  preparedness,  doubling  what  was  spent  for  this 
function  in  FY  2004. 


Funds  would  be  used  to  continue  to  address  grant-required  standards  and  critical  capacities,  which  are  currently  under 
revision  by  the  Centers  for  Disease  Control  (CDC)  and  may  include  some  new  requirements.  Rural  states  like  Montana 
must  continue  to  build  preparedness  capabilities,  as  historically  available  resources  have  been  dramatically  less  than 
resources  available  to  metropolitan  areas.  The  funding  would  be  used  for: 

•  Continuous  testing,  improvement  and  upgrading  of  local,  regional  and  state  plans,  protocols,  equipment  and 
response  systems.  An  emphasis  continues  on  integration  of  public  health  and  hospital  emergency  response  with 
existing  local,  regional,  state  and  federal  response  systems  and  assets 

•  Strengthening  state  and  local-level  food  and  water  borne  illness  investigation,  and  response  capabilities 
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•  Enhancing  active  and  passive  surveillance  in  cooperation  with  local  public  health  agencies  and  health  care 
providers  to  provide  early  identification  of  public  health  threats 

•  Continuing  development  of  laboratory  capacity  for  adequate  response  to  a  chemical  terrorism  event,  including 
physical  plant  renovation  as  well  as  the  purchase  of  additional  equipment  necessary  to  meet  CDC  expectations. 
NP  187  also  requests  a  laboratory  chemist  to  assist  with  implementation  of  new  equipment  and  testing  procedures 
related  to  preparedness 

•  Expanding  technological  capacity  of  the  state,  county  and  tribal  public  health  system  to  better  support  both 
routine  and  emergency  operations  at  the  local  level  (i.e.,  installing  cost-effective  connectivity  and  merging 
immunization  and  emergency  preparedness  software  functionality) 

•  Continuing  public  health  and  emergency  preparedness  training  to  hone  the  skills  of  state  and  local  public  health 
personnel  in  the  areas  of  advanced  incident  command  systems,  use  of  communication  and  information 
technology,  conducting  and  using  the  results  of  preparedness  drills  and  exercises,  and  understanding  legal  issues 
in  emergency  preparedness 

DP  128  -  Fully  Implement  Hospital  Emergency  Preparedness  -  This  request  is  for  an  additional  $1.2  million  each  year  of 
the  biennium  for  federal  spending  authority  for  increased  funding  for  Public  Health  Emergency  Preparedness  -  Health 
Resources  and  Services  Administration.  The  base  budget  was  about  $6  million. 

The  hospital  emergency  preparedness  funding  is  directed  toward  hospitals,  outpatient  facilities  and  emergency  medical 
services  systems  to  improve  facility  surge  capacity  in  the  following  priority  areas:  beds,  personnel,  isolation,  quarantine, 
personal  protective  equipment,  decontamination,  pharmaceuticals,  trauma,  mental  health,  transportation,  and 
communications. 

DP  140  -  Increase  Funding  for  Health  Trend  Monitoring  -  This  request  adds  $35,000  in  federal  funds  each  year  of  the 
biennium  for  the  Behavioral  Risk  Factor  Surveillance  System  (BRFSS).  The  BRFSS  is  conducted  nationwide  and  has 
been  collecting  and  reporting  health  survey  data  since  1984.  It  is  a  key  source  of  information  on  health  trends,  risks  for 
disease,  access  to  health  care,  and  health-related  practices  of  Montanans.  The  information  is  used  to  identify  important 
health  issues,  formulate  helpful  strategies  and  policies  to  improve  the  health  status  of  Montanans  and  to  evaluate  health 
services  and  programs.  The  increased  funding  will  allow  the  information  from  the  survey  to  be  more  widely  disseminated 
and  better  utilized  for  health  improvements.  Base  year  expenditures  were  about  $197,000. 

DP  176  -  Increase  Funding  -  Preventative  Health  Block  Grant  -  This  proposal  requests  $167,000  federal  funds  each  year 
of  the  biennium  for  increases  in  the  Public  Health  Block  grant. 


New  Proposals 


New  Proposals 

1 2006- 

State 

Special 



Federal 
Special 

Total 
Funds 

Fiscal  2007- 
State 
Special 

Sub                                           General 
Program               FTE                 Fund 

FTE 

General 
Fund 

Federal 
Special 

Total 
Funds 

DP  1 59  -  Statewide  Emergency  Preparedness  Staff 

10                  3.00                      0 
DP  163  -  Public  Health  Planner 

10                    1.00                        0 
DP  164  -  Communicable  Disease  Monitoring  Staffing 

10                  1.00                      0 
DP  165  -  Environmental  Public  Health  Tracking  Staff 

10                    1.00                        0 

Total                  6.00                     SO 

0 
0 
0 
0 
$0 

135,818 

43,580 

40,207 

37,188 

$256,793 

135,818 
43,580 
40,207 
37,188 
$256,793 

3.00 
1.00 
1.00 
1.00 
6.00 

0 
0 
0 
0 

$0 

0 
0 
0 
0 
$0 

135,440 

43,461 

40,098 

37,090 

$256,089 

135,440 
43,461 
40,098 
37,090 
$256,089 
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DP  159  -  Statewide  Emergency  Preparedness  Staff  -  This  request  funds  3.00  new  FTE  and  about  $270,000  in  federal 
authority  over  the  biennium.  The  request  includes  funding  for  a  food  safety  laboratory  scientist,  chemical  terrorism 
laboratory  coordinator,  and  administrative  support  for  public  health  emergency  communications  and  training.  These  FTE 
are  already  on  board  in  modified  level  positions. 

The  chemical  terrorism  laboratory  coordinator  is  responsible  for  developing  a  plan  that  ensures  preparedness  for  the 
possibility  of  a  chemical  terrorism  event.  The  food  safety  laboratory  scientist  is  responsible  for  development  and 
implementation  of  laboratory  methods  capable  of  identifying  both  biological  and  chemical  contamination  of  food  supply 
items.  The  administrative  support  position  supports  state  and  local  public  health  and  emergency  response  personnel, 
making  print  and  electronic  resources  available  to  communicate  health  information  to  the  media,  the  public,  and  special 
populations,  and  coordinating  training  opportunities  using  traditional  and  distance  learning  modalities. 

DP  1 63  -  Public  Health  Planner  -  This  request  for  1.00  FTE  and  $87,041  federal  funds  over  the  biennium  would  make 
permanent  the  current  modified  position  of  public  health  planner.  This  position  is  responsible  for  public  health  planning 
activities  including  providing  data  and  support  for  state  and  local  health  assessment  and  health  improvement  planning. 
Work  products  include  county  health  profiles,  reports  on  the  state  of  the  state's  health,  and  a  PHSD  strategic  plan. 

DP  164  -  Communicable  Disease  Monitoring  Staffing  -  This  request  for  about  $40,000  federal  funds,  including  funds  for 
1 .00  FTE,  each  year  of  the  biennium  would  make  permanent  the  current  modified  position  of  health  program  specialist  for 
communicable  disease  monitoring.  The  position  is  responsible  for  development  and  implementation  of  standards-based 
electronic  lab  reporting  and  messaging,  web  browser-based  data  entry  and  data  management,  centrally  integrated  data 
storage  and  exchange,  and  analysis  and  reporting  capability  (i.e.,  Geographic  Information  System  (GIS)  capacity).  This 
position  is  responsible  for  coordinating  and  integrating  preparedness  activities  into  existing  public  health  infrastructure, 
assuring  coordination  with  public  health  system  improvement  efforts,  and  coordination  with  other  stakeholders  in  disaster 
and  emergency  related  activities  (e.g.  fire,  emergency  medical  services,  law  enforcement,  medical  practitioners,  local  and 
tribal  governments,  other  state  and  federal  agencies  and  local  public  health). 

DP  165  -  Environmental  Public  Health  Tracking  Staff-  This  is  a  request  for  1.00  FTE  and  about  37,000  federal  funding 
each  year  of  the  biennium  to  make  permanent  the  current  modified  position  of  environmental  public  health  tracking 
program  specialist.  The  duties  of  this  position  include  addressing  environmental  health  concerns  and  developing  a  public 
health  tracking  network. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

109.71 

(0.60) 

6.00 

115.11 

(0.65) 

8.00 

117.06 

117.06 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

5,028,451 

2,202,460 

8,759 

291,663 

0 

345,100 

(4,619) 

0 

0 

0 

220,408 

48,528 

0 

0 

0 

5,593,959 

2,246,369 

8,759 

291,663 

0 

344,837 

(4,283) 

0 

0 

0 

278,992 

31,680 

0 

0 

0 

5,652,280 

2,229,857 

8,759 

291,663 

0 

1 1 ,246,239 

4,476,226 

17,518 

583,326 

0 

Transfers 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Costs 

$7,531,333 

$340,481 

$268,936 

$8,140,750 

$340,554 

$310,672 

$8,182,559 

$16,323,309 

General  Fund 
State/Other  Special 
Federal  Special 

1,910,520 

255,057 

5,365,756 

158,728 

942 

180,811 

56,551 

77,917 

134,468 

2,125,799 

333,916 

5,681,035 

158,420 

927 

181,207 

(170,464) 
325,800 
155,336 

1,898,476 

581,784 

5,702,299 

4,024,275 

915,700 

11,383,334 

Total  Funds 

$7,531,333 

$340,481 

$268,936 

$8,140,750 

$340,554 

$310,672 

$8,182,559 

$16323309 

Program  Description 

The  Quality  Assurance  Division  provides  services  that: 

1)  Protect  the  safety  of  clients  utilizing  Montana's  health  care,  day  care,  and  residential  providers  through  licensure 
of  2,234  facilities,  including  397  facilities  that  are  certified  by  the  division  for  Medicare  and  Medicaid 
participation; 

2)  Detect  and  investigate  abusive  or  fraudulent  practices  affecting  the  Medicaid,  TANF,  and  Food  Stamp  programs, 
and  initiate  recovery  efforts; 

3)  Reduce  Medicaid  costs  by  identifying  other  insurers  or  parties  responsible  for  paying  client  medical  expenses; 

4)  Provide  both  internal  and  external  independent  audits  for  DPHHS  programs; 

5)  Provide  independent  fair  hearings  for  clients  and  providers  participating  in  DPHHS  programs; 

6)  Monitor  and  evaluate  health  maintenance  organizations  for  quality  assurance  and  network  adequacy; 

7)  Maintain  the  Certified  Nurse  Aide  Registry  and  approve  and  monitor  Nurse  Aide  Training  programs; 

8)  Operate  the  Certificate  of  Need  (CON)  Program;  and 

9)  Operate  the  internal  Health  Insurance  and  Privacy  Accountability  Act  (HIPAA)  function  for  DPHHS. 

Statutory  authority:  42  U.S.C.  1818  and  42  U.S.C.  1919;  45  U.S.C.;  Title  50,  Chapter  5,  parts  1  and  2;  Title  50,  Chapter 
5,  part  1 1;  Title  52,  Chapter  2,  part  7;  and  Title  53,  Chapter  2,  section  501,  MCA;  CFR  21,  CFR  49,  CFR  10;  P.L.  102-359 
(10-27-92). 

Program  Highlights 


Quality  Assurance  Division 
Major  Budget  Highlights 


Implementation  of  the  federally  required  Medicaid  Payment  Error 
Rate  Program  (PERM)  results  in: 

•  Annual  budget  increases  of  about  $600,000,  including  funding 
for  8.00  new  FTE 

•  Anticipated  reductions  in  Medicaid  service  costs  in  other 
divisions  recorded  in  Quality  Assurance  Division  budget 
request  but  those  reductions  would  be  distributed  to  other 
divisions  in  the  2007  biennium 

General  fund  budget  request  declines  compared  to  base  budget 
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funding  due  to  changes  in  cost  allocation  that  increase  federal  and 
private  fund  support  in  lieu  of  general  fund 


Major  LFD  Issue 


•  Impact  of  the  MMA  (Medicare  Modernization  Act)  is  unknown  as  of 
December  2004,  but  Quality  Assurance  Division  workload  increase  to 
process  eligibility  appeals  and  grievances  could  begin  as  early  as  July 
2005,  and  is  discussed  more  fully  in  DPHHS  overview 


Program  Narrative 

The  Quality  Assurance  Division  budget  request  grows  about  $600,000  annually  over  FY  2004  base  budget  expenditures, 
almost  all  in  the  personal  services  category.  The  growth  in  FY  2006  is  due  to  primarily  to  annualization  of  FY  2005  pay 
plan  increases,  and  in  FY  2007  to  a  new  proposal  for  increased  personal  services  (8.00  new  FTE)  and  operating  funding  to 
implement  the  Medical  Payment  Error  Rate  Program  (PERM). 

PERM  is  a  federally  required  program  that  must  be  implemented  by  states  beginning  October  1,  2005.  PERM  requires 
states  to  evaluate  a  sample  of  Medicaid  and  Children's  Health  Insurance  Program  (CHIP)  claims  with  respect  to  two 
specific  criteria:  eligibility  for  services;  and  the  medical  necessity  for  services.  The  executive  budget  request  anticipates 
that  there  will  be  savings  in  excess  of  costs  due  to  the  reviews. 

The  Quality  Assurance  Division  FY  2007  budget  request  includes  the  anticipated  benefit  cost  savings  due  to  PERM, 
resulting  in  a  net  reduction  in  general  fund  compared  to  the  FY  2004  base  budget  funding.  The  cost  savings  will  accrue  in 
other  division  budgets,  but  have  been  consolidated  with  the  funding  to  support  the  PERM  in  Quality  Assurance  Division. 
New  proposal  DP  190  contains  a  more  detailed  discussion  of  PERM,  including  how  cost  savings  were  calculated. 


LFD 

COiMiMKM 


The  Medicare  Modernization  Act  (MMA)  may  impact  Quality  Assurance  Division  because  the  act 

requires  states  to  carry  out  appeals  related  to  eligibility  determination  for  low-income  copay  and 

deductibles  for  persons  eligible  for  the  Medicare  Part  D  prescription  drug  benefit.    The  executive 

budget  request,  including  the  Quality  Assurance  Division,  does  not  address  the  impacts  of  the  MMA  because  federal 

rules  implementing  the  act  are  not  final  and  may  not  be  final  before  the  2005  Legislature  adjourns.    This  issue  is 

discussed  in  more  detail  in  the  DPHHS  overview  since  the  MMA  affects  several  divisions. 


Biennial  Comparison 

The  Quality  Assurance  Division  2007  biennium  budget  request  is  6  percent  higher  in  total  funds  than  the  2005  biennium 
expenditures  and  appropriation,  and  includes  funding  for  8.00  new  FTE  (Figure  36).  General  fund  declines  about  3 
percent,  state  special  revenue  increases  71  percent,  and  federal  funds  increase  6.1  percent,  or  about  $920,000  total  funds. 
All  cost  categories  except  personal  services  are  lower  in  the  2007  biennium  budget  request  compared  to  the  2005 
biennium  budget.  About  67  percent  of  the  change  is  attributable  to  one  proposal  -  PERM.  While  PERM  activities  will 
increase  personal  services  costs,  increased  accuracy  and  collection  of  over  payments  is  expected  to  result  in  benefit 
savings  and  therefore  reduced  general  fund  costs  in  the  2007  biennium. 
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Figure  36 

2005  Biennium 

Compared  to  2007  Biennium 

Quality  Assurance  Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Change 

Incr/Decr 

FTE 

110 

117 

7 

6.7% 

Personal  Services 

$10,169,864 

$11,246,239 

68.9% 

$1,076,375 

10.6% 

Operating 

4,561,165 

4,476,226 

27.4% 

-84,939 

-1.9% 

Equipment 

26,257 

17,518 

0.1% 

-8,739 

0.0% 

Grants 

645,763 

583,326 

3,6% 

-62,437 

-97% 

Total  Costs 

$15,403,049 

$16,323,309 

100.0% 

$920,260 

6^0% 

General  Fund 

$4,142,006 

$4,024,275 

24.7% 

-$117,731 

-2.8% 

State  Special 

535,548.00 

915,700.00 

5.6% 

380,152.00 

71.0% 

Federal  Funds 

10,725,495 

11,383,334 

69.7% 

657,839 

6J% 

Total  Funds 

$15,403,049 

$16,323,309 

1000% 

$920,260 

6l0% 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

fable 

Quality 

Assurance  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$1,910,520 

25.4% 

$2,125,799 

26.1% 

$1,898,476 

23.2% 

02034  Earmarked  Alcohol  Funds 

52,727 

0.7% 

52,244 

0.6% 

52,129 

0.6% 

02142  Medicaid  Third  Party  Revenue 

- 

- 

77,917 

1.0% 

325,800 

4.0% 

02380  02  Indirect  Activity  Prog  08 

30,575 

0.4% 

32,000 

0.4% 

32,100 

0.4% 

02474  Lien  &  Estate  Collections 

171,755 

2.3% 

171,755 

2.1% 

171,755 

2.1% 

03096  Discretionary  Child  Care 

433,226 

5.8% 

444,238 

5.5% 

444,238 

5.4% 

03251  Child  Care  Admin 

136,319 

1.8% 

139,512 

1.7% 

139,512 

1.7% 

03303  Title  18  Clia 

75,880 

1.0% 

63,384 

0.8% 

63,238 

0.8% 

03335  Fda  Mammography  Inspections 

33,501 

0.4% 

33,501 

0.4% 

33,501 

0.4% 

03530  6901-Foster  Care  93.658 

79,891 

1.1% 

81,782 

1.0% 

81,687 

1.0% 

03580  6901-93.778  -  Med  Adm  50% 

921,904 

12.2% 

1,073,463 

13.2% 

1,093,292 

13.4% 

03597  03  Indirect  Activity  Prog  08 

1,300,804 

17.3% 

1,353,914 

16.6% 

1,355,081 

16.6% 

03934  Title  19 

489,105 

6.5% 

688,385 

8.5% 

688,532 

8.4% 

03935  Title  18 

1,244,254 

16.5% 

1,142,545 

14.0% 

1,142,951 

14.0% 

03948  T-19  Obra  Nurse  Aid 

28,460 

0.4% 

37,927 

0.5% 

37,913 

0.5% 

03960  Rural  Hospital  Flexibilty  Prog 

622,412 

8.3% 

622.384 

7.6% 

622.354 

7.6% 

Grand  Total 

$7,531,333 

100.0% 

$8,140,750 

100.0% 

$8,182,559 

100.0% 

Quality  Assurance  Division  is  funded  primarily  from  federal  funds  (71  percent  of  the  base  budget  funding  and  70  percent 
of  the  2007  biennium  request).  General  fund  supports  about  a  fourth  of  division  expenditures  and  state  special  revenue 
supports  about  4  percent  in  FY  2004  and  FY  2006,  rising  slightly  to  7  percent  in  FY  2007  due  to  implementation  of 
PERM. 

The  largest  source  of  federal  funds  is  comprised  of  federal  reimbursement  for  overhead  costs  that  are  allocated  among 
federal  funding  sources  depending  on  staff  time  spent  on  each  federal  program.  Federal  indirect  cost  recovery  accounts 
for  about  1 7  percent  of  total  program  funding.  Medicare  funding  supports  1 8  percent  of  base  budget  costs,  declining 
slightly  to  15  percent  each  year  of  the  2007  biennium.  Federal  Medicaid  matching  funds  support  13  percent  of  FY  2004 
costs  rising  to  14  percent  in  FY  2007. 
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General  fund  supports  the  full  cost  of  radiological  equipment  testing,  the  state  match  for  Medicaid  and  Title  IV -E  (foster 
care)  eligible  costs,  a  portion  of  child  care  licensure,  and  a  portion  of  division  administration. 

State  special  revenue  includes  alcohol  taxes  allocated  to  DPHHS,  lien  and  estate  recoveries  for  Medicaid  services,  and 
indirect  funds.  Alcohol  taxes  fund  staff  and  contracted  services  for  chemical  dependency  program  licensure.  Lien  and 
estate  funds  pay  for  contracted  services  to  pursue  recoveries  for  the  cost  of  Medicaid  funded  nursing  home  services.  The 
contractor  is  paid  about  20  percent  of  collections. 

There  are  nine  separate  federal  funding  sources  in  the  Quality  Assurance  Division.  Some  federal  sources  support  more 
than  one  function.  For  instance,  Medicaid  funds  support:  1)  third  party  (insurance  and  private  pay)  recovery;  2)  the 
surveillance,  utilization,  and  review  unit;  3)  the  nurse  aide  registry  for  nursing  homes;  and  4)  the  Department  of  Justice 
fraud  investigation  contract.  Medicaid  and  Medicare  funds  support  certification  of  services  such  as  nursing  home  and 
personal  care  services.  Medicare  CLIA  (clinical  laboratory  improvement  amendments)  pays  for  review  of  some 
laboratories  in  order  to  qualify  for  federal  funding.  The  rural  hospital  flexibility  grant  supports  grants  and  other  activities 
for  local  hospitals  to  maintain  critical  access  hospital  status.  Childcare  funding  supports  licensure  of  childcare  facilities. 
Title  IV-E  pays  the  federal  share  of  costs  of  licensing  community  residential  facilities.  Mammography  funds  pay  for 
inspections  of  mammography  equipment.  Federal  indirect  funding  represents  the  federal  share  of  allocated  administrative 
costs,  such  as  those  for  fair  hearings  and  administrative  costs. 

Program  Reorganization 

The  DPHHS  internal  HIPAA  function  was  moved  to  Quality  Assurance  Division  from  the  Health  Resources  Division  in 
FY  2004.  The  reorganization  involved  the  transfer  of  1 .00  FTE. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

.    .  ..Fis 

cal  2006- 

State 

Special 

Fi-cfll  'W 

General 
FTE                 Fund 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

602,440 

(225,232) 

(5,905) 

1,286 

604."66 

(225,325) 

(5,690) 

1,407 

Total  Statewide  Present  Law  Adjustments 

$372,589 

$375,158 

DP  9999  -  Statewide  FTE  Reduction 

(0.60)            (32,108) 

0 

0 

(32,108) 

(0.65) 

(34,604) 

0 

0 

(34,604) 

Total  Other  Present  Law  Adjustments 

(0.60)          ($32,108) 

SO 

SO 

($32,108) 

(0.6S) 

($34,604) 

$0 

SO 

($34,604) 

Grand  Total  All  Present  Law  Adjustments 

$340,481 

$340,554 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  the  personal  services  general  fund  budget  equal  to 
the  across-the-board  personal  services  reduction  that  was  made  for  the  2005  biennium  by  the  2003  Legislature. 
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New  Proposals 

New  Proposals 

FTE 

General 
Fund 

General               State 
Program               FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1 90  -  Medicaid  Payment  Error  Rate  Measurement 

08              6.00               56,551               77,917 

Total               6.00              $56,551              $77,917 

134,468 
$134,468 

268,936 
$268,936 

8.00 
8.00 

(170,464) 
($170,464) 

325,800 

$325,800 

155,336 

$155,336 

310,672 
$310,672 

DP  190  -  Medicaid  Payment  Error  Rate  Measurement  -  This  request  funds  implementation  of  the  new  Medicaid  Payment 
Error  Rate  Program  (PERM)  and  establishes  8.00  FTE  to  perform  retrospective  reviews  of  Medicaid  eligibility  and 
medical  necessity  for  services.  This  program  is  anticipated  to  be  self-supporting  through  the  savings  generated  by  the 
reviews. 

In  2002,  Congress  passed  the  Improper  Payments  Information  Act.  Beginning  October  1,  2005,  Centers  for  Medicare  and 
Medicaid  Services  (CMS)  will  implement  PERM,  requiring  every  state  to  estimate  improper  payments  in  Medicaid  and 
the  Children's  Health  Insurance  Program  (CHIP).  Each  state  must  review  annually  a  sample  of  Medicaid  and  CHIP 
payments,  focusing  on  eligibility  and  medical  necessity  for  services. 

The  Program  Compliance  Bureau  of  the  Quality  Assurance  Division  will  administer  PERM  because  the  bureau  manages 
similar  programs  that  review  Medicaid  eligibility  and  provider  payments,  and  recover  payment  for  Medicaid  services 
from  private  sources  including  insurance  (third  party  liability).  However,  the  Quality  Assurance  Division  estimates  the 
bureau  will  require  an  additional  8.00  FTE  to  adequately  process  the  anticipated  volume  of  reviews. 

If  during  the  review  a  billing  error  is  found  and  it  is  determined  that  charges  have  been  over  paid,  the  overpayment  will  be 
collected  from  the  client  or  the  service  provider.  (PERM  does  not  provide  for  correction  of  under  payments.)  The 
collections  will  be  returned  to  the  original  payor,  which  will  reduce  the  general  fund  expenditures  in  the  Medicaid 
program.  If  the  error  is  determined  to  be  an  eligibility  issue  resulting  from  an  agency  error,  no  collection  will  be  made. 
However,  if  the  error  is  an  eligibility  issue  resulting  from  a  client  error,  Quality  Assurance  Division  will  try  to  collect. 

DPHHS  is  projecting  a  recovery  rate  of  0.15  percent  of  total  Medicaid  expenditures.  Total  Medicaid  expenditures 
estimated  in  the  executive  request  are  $715  million  for  FY  2006  and  $751  million  for  FY  2007.  The  executive  included 
cost  savings  due  to  PERM  $0.3  million  for  FY  2006  and  $1  million  for  FY  2007.  FY  2006  savings  are  lower  than  FY 
2007  savings,  because  the  program  will  not  begin  until  October  1 ,  2005  and  the  executive  budget  estimated  a  six-month 
lag  in  collections. 

General  fund  savings  for  other  divisions  due  to  PERM  cost  recoveries  are  included  in  this  Quality  Assurance  Division 
decision  package.  If  this  request  is  approved,  the  general  fund  reduction  will  be  transferred  to  the  Medicaid  benefit 
program  realizing  the  cost  recovery. 


LFD 
COM  MEN  I 


Other  states  have  implemented  pilot  programs  for  this  same  purpose.   Quality  Assurance  Division 

states: 

"While  these  states  have  seen  recoveries,  it  is  hard  to  compare  [other  states'  experience]  to 
anticipated  recoveries  with  Montana,  and  its  eligibility  determination  and  medical  cost  reporting  processes. 
Montana  has  traditionally  been  held  as  a  standard  for  other  states  to  follow  in  our  processes.  Thus  it  is  assumed, 
due  to  Montana's  excellent  history  in  processes,  that  Montana  will  not  realize  the  same  recovery  rates  as  other 
states." 

Legislative  staff  has  requested  information  from  other  states  that  piloted  PERM  programs  to  determine  whether  the 
legislature  may  wish  to  evaluate  and  select  another  level  of  anticipated  savings. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

83.60 

(1.88) 

0.00 

81.72 

(1.96) 

0.00 

81.64 

81.64 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

4,09 1,204 

23,459,177 

6,800 

322,092 

64,876 

(377,257) 

0 

0 

0 
0 
0 
0 

4,156,080 

23,081,920 

6,800 

322,092 

58,891 

(346,474) 

0 

0 

0 
0 
0 
0 

4,150,095 

23,112,703 

6,800 

322,092 

8,306,175 

46,194,623 

13,600 

644,184 

Total  Costs 

$27,879,273 

($312381) 

$0 

$27366,892 

($287383) 

$0 

$27391,690 

$55,158382 

General  Fund 
State/Other  Special 
Federal  Special 

9,136,214 

1,133,114 

17,609,945 

(101,850) 

(18,110) 

(192,421) 

0 
0 
0 

9,034,364 

1,115,004 

17,417,524 

(93,201) 

(15,383) 

(178,999) 

0 
0 
0 

9,043,013 

1,117,731 

17,430,946 

18,077,377 

2,232,735 

34,848,470 

Total  Funds 

$27,879,273 

($312381) 

$0 

$27366,892 

($287383) 

$0 

$27,591,690 

$55,158,582 

Program  Description 

The  Operations  and  Technology  Division  (OTD)  provides  operational  support  services  for  the  agency.  Services  provided 
by  the  division  include:  budget  management;  cost  analysis  and  projections  for  large  benefit  programs;  and  all  functions 
related  to  information  technology.  The  division  provides  telecommunications  network  management  and  security, 
computer  support,  communications  services,  video-conference  center  management,  computer  training,  vital  records 
management,  and  internal  support  services  such  as  lease  management,  fleet  management,  and  mailroom  services. 

Information  technology  systems  developed  and  maintained  by  staff  within  the  division  include: 

•  ISERV  -  Information  Services  -  time  recording  (electronic  time  sheets)  and  travel  reimbursement 

•  PERQS  -  Purchasing,  Entry,  Receiving  and  Query  System  -  purchasing  and  accounts  payable  system 

•  AW  ACS  -  Agency  wide  Accounting  and  Client  System  -  payment  data  base 

•  MICRS  -  Montana  Integrated  Cost  Recovery  System  -  institutional  reimbursement  system 

OTD  also  manages  contracts  for  several  major  computer  systems  including: 

1)  TEAMS  -  The  Economic  Assistance  Management  System,  performing  on-line  eligibility  determination  for 
food  stamps,  Temporary  Assistance  for  Needy  Families  (TANF),  and  Medicaid  programs; 

2)  CCUBS  -  Child  Care  Under  the  Big  Sky,  performing  automated  eligibility  determination,  case  maintenance, 
payment,  and  reporting  of  day  care  benefits; 

3)  SEARCHS  -  The  System  for  Enforcement  and  Recovery  of  Child  Support,  performing  automated  financial 
management  of  child  support  activities  including  collections,  absent  parent  location,  paternity  establishment, 
and  order  modifications; 

4)  MMIS  -  The  Montana  Medicaid  Information  System,  a  medical  provider  claims  processing,  payment,  and 
information  retrieval  system; 

5)  CAPS  -  The  Child  &  Adult  Protective  Services  System,  an  automated  social  services  information  system 
covering  all  major  program  areas  of  child  and  adult  protective  services  and  juvenile  corrections  including 
case  management  and  payment  processing  functions; 

6)  The  MONTANA  ACCESS  Program  -  an  electronic  benefit  transfer  (EBT)  system  that  provides  on-line 
distribution  of  food  stamp  benefits,  TANF  cash  assistance,  and  child  support  collections; 

7)  EBCS  -  EDRS-The  Electronic  Birth  Certificate  and  Death  Registration  systems  automating  registration, 
issuance,  and  maintenance  of  vital  events  (birth  and  death); 

8)  TESS  -  The  Eligibility  Screening  System,  automating  eligibility  functions  with  two  components,  one  for  the 
Children's  Health  Insurance  Plan  (CHIP)  and  one  for  the  Mental  Health  Service  Plan  (MHSP);  and 

9)  The  Virtual  Human  Services  Pavilion,  an  internet  application  designed  and  developed  to  provide  citizens 
with  easy  access  to  a  wide  range  of  government  services  and  information. 
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Statutory  authority  is  in  Title  17  and  Title  40,  MCA,  and  Title  IV  of  the  Social  Security  Act,  Section  06,  P.L.  96-265. 
Program  Highlights 


Operations  and  Technology  Division 
Major  Budget  Highlights 


2007  biennium  general  fund  support  for  the  division  decreases  slightly 

(0.4  percent)  while  total  funding  for  the  division  increases  1 .7  percent 

when  compared  with  the  2005  biennium,  due  to  statewide  present  law 

adjustments 

The  majority,  77  percent,  of  the  division  funding  supports  contracts  for 

large  automated  computer  systems 

•     The  requested  budget  includes  no  request  to  fund  increases  in 
these  contracts 


Major  LFD  Issues 


The  department  has  announced  that  effective  December  2004  the 
Budget  and  Program  Analysis  unit  will  move  from  this  division  to  the 
Director's  Office 


Program  Narrative 

OTD  provides  a  number  of  services  and  performs  a  number  of  functions  for  the  department.  The  majority  of  these 
services  and  functions  are  related  to  information  technology  management  and  telecommunications  infrastructure  and 
management.  However,  the  division  also  provides  centralized  service  functions  such  as  budget  preparation,  analysis  and 
management,  purchasing,  and  mail  room  services.  Additionally,  the  division  manages  the  statewide  vital  statistics 
program,  which  records  and  manages  information  such  as  birth  and  death  records  and  preparation  of  birth  and  death 
certificates. 

Figure  37  provides  a  comparison  of  2005  and  2007  biennia 
expenditures  and  funding.  General  fund  support  for  the  division 
decreases  slightly  (0.4  percent)  while  total  funding  for  the 
division  increases  less  than  2  percent.  Operating  expenses 
comprise  84  percent  of  the  division's  expenditures  and  increase 
just  one  percent  between  the  two  biennia. 


Figure  37 

2005  Biennium  Compared  to  2007  Biennium 

Operations  &  Technology 

Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

200"  Biennium 

of  Total 

Change 

Incr/Decr 

FTE 

75.50 

81.64 

6.14 

Personal  Services 

$7,887,037 

$8J06,175 

15.1% 

$     419,138 

5.3% 

Operating 

45,731,383 

46,194,623 

83.7% 

463,240 

1.0% 

Equipment 

66,951 

13,600 

0.0% 

(53,351) 

-79.7% 

Debt  Service 

551,193 

644,184 

0 

92,991 

16.9% 

Total  Costs 

$54,236,564 

$55,158,582 

— 

$922,018 

\J% 

General  Fund 

$18,156,652 

$18,077,377 

$0 

($79,275) 

-0.4% 

State  Special 

2,086,767 

2,232,735 

4.0% 

145,968 

7.0% 

Federal  Funds 

33,993,145 

34,848,470 

63.2% 

855,325 

2^% 

Total  Funds 

$54,236,564 

$55,158,582 

L2 

$922,018 

L7% 
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Figure  38  summarizes  division  funding  by  function.  As  illustrated  in  the  table,  about  21  percent  of  the  division  funding 
supports  centralized  service  and  internal  computer  support  functions.  These  functions  include  telecommunications  and 
personal  computer  infrastructure  support,  internal  computer  programming,  purchasing  and  mail  room  services,  and  budget 
analysis  and  management  functions.  The  majority  of  the  funding  for  the  division  supports  large  automated  systems  that 
are  developed  and  maintained  by  contractors.  These  systems  provide  a  wide  variety  of  functionality  related  to  program 
eligibility  determination,  claims  processing,  data  collection,  case  management  support,  and  payment  processing.  It  is 
noteworthy  that  no  inflationary  increase  in  these  contracts  has  been  requested  for  the  2007  biennium.  A  small  portion  of 
the  division  funding  (2  percent)  supports  the  collection,  maintenance,  and  management  of  vital  statistic  databases  for  the 
state. 


Figure  38 

Operations  and  Technology  Division 

Summary  of  Funding  by 

Function 

Fiscal  2004  Actual 

Fiscal  2006  Requested 

Fiscal  2007 

Requested 

2007  Biennium 

Percent 

Percent  of 

Function 

General  Fund 

Total  Funds 

General  Fund      Total  Funds 

General  Fund 

Total  Funds 

Genera]  fund 

Total  Funds 

Increase 

Division 

Centralized  Services 

Division  Administration 

$132,548 

$388,566 

$126,428           $370,624 

$142,300 

$417,155 

$268,728 

$787,779 

1.4% 

1.4% 

Budget  and  Analysis 

194,473 

447,408 

198,150             455,865 

197,888 

455365 

396,038 

911,130 

1.8% 

1.7% 

Network  and  Communications  Svcs. 

486.083 

1,344,087 

457,699           1,265.601 

457369 

1364,689 

915,068 

2,530390 

-5.9% 

4.6% 

lnfotmation  Systems  Bureau 

764,249 

1.693,482 

781,684           1,732,116 

781309 

1,731385 

1,562,993 

3,463,401 

2.3% 

63% 

Internal  Support 

675,182 

2,078,775 

618,413           1,903,994 

611,612 

1,883,051 

1330,025 

3,787,045 

-8.9% 

6.9% 

Total  Centralized  Services 

$2,252,535 

$5,952318 

$2.182374        $5.728300 

$2,190,478 

$5,751,445 

$4372,852 

$11,479,645 

-3.6% 

20.8% 

Contracted  Computer  Systems 

TEAMS 

2.784 ,238 

8,606,077 

2.776356           8.581,406 

2,776,485 

8,582,112 

5,552,741 

17,163,518 

-0.3% 

31.1% 

SEARCHS 

680.141 

2,833,930 

668.705          2,786380 

668,766 

2,786,536 

1337,471 

5,572,816 

-1  7% 

10.1% 

CAPS 

1.499.993 

2,834,954 

1,483,561          2,803.898 

1.483.687 

2.804,136 

2,967348 

5,608,034 

-1.1% 

10.2% 

WIC 

270,000 

270,000 

270,000              270,000 

270,000 

270,000 

540,000 

540,000 

0.0% 

1.0% 

Medstat 

113,750 

455,000 

113.750              455,000 

113,750 

455,000 

227,500 

910,000 

0.0% 

1.6% 

MM1S 

1,325,669 

6.327.238 

1327352          6335372 

1,327344 

6335,234 

2,654,696 

12,670,506 

0.1% 

23.0% 

Total  Contracted  Computer  Systems 

$6,673,791 

$21,327,199 

$6,639,624      $21331,856 

$6,640,032 

$21333,018 

$13379.656 

$42,464,874 

-0.4% 

77.0% 

Vital  Statistics 

209,888 

599,756 

212366             606,836 

212,503 

607327 

424,869 

1,214,063 

12% 

2.2% 

Total  Operations  &  Technology  Div. 

$9,136,214 

$27,879,273 

$9,034,364       $27,566,892 

$9,043,013 

$27,591,690 

$18,077,377 

$55,158,582 

-U% 

100.0% 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 


Program  Funding  Table 

Operations  &  Technology 

Base 

%  of  Base              Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004             FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$      9,136,214 

32.8%     $     9,034,364 

32.8% 

$      9,043,013 

32.8% 

02381  02  Indirect  Activity  Prog  09 

743,246 

2.7%             720,534 

2.6% 

723,007 

2.6% 

02419  Vital  Statistics 

389,868 

1.4%             394,470 

1.4% 

394,724 

1.4% 

03598  03  Indirect  Activity  Prog  09 

17.609.945 

63.2%         17.417.524 

63.2% 

17.430.946 

63.2% 

Grand  Total 

$     27,879,273 

100  0%     S   27,566,892 

101)0",, 

$     27.591,690 

100.0% 

The  division  (other  than  vital  statistics)  is  funded  by  general  fund  (33  percent),  state  special  revenue  (4  percent),  and 
federal  funds  (63  percent)  through  a  complex  federally  approved  cost  allocation  process.  Vital  statistics  is  funded  by  a 
combination  of  general  fund  and  state  special  revenue  from  fees  charged  for  items  such  as  birth  or  death  certificates. 

Program  Reorganization 

The  department  announced  that  effective  December  2004  the  Budget  and  Program  Analysis  Unit  would  be 
organizationally  moved  from  this  division  to  the  Director's  Office.  The  executive  budget  request  does  not  reflect  this 
reorganization. 


Ill) 
ISSUE 


The  legislature  may  wish  to  direct  staff  to  prepare  a  decision  package  reflecting  this  change,  so  that  HB  2 
properly  reflects  the  budget  for  both  programs  impacted  by  this  change. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006 

General               State 
FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

348,213 
(177,575) 
(291,320) 

(85,937) 

345,872 
(177,485) 
(290,763) 

(55,71!) 

Total  Statewide  Present  Law  Adjustments 

($206,619) 

($178,087) 

DP  9999  -  Statewide  FTE  Reduction 

(1.88)            (36,077) 

(9,375) 

(60,310) 

(105,762) 

(1.96) 

(37,351) 

(9,706) 

(62,439) 

(109,496) 

Total  Other  Present  Law  Adjustments 

(1.88)          ($36,077) 

($9375) 

($60310) 

($105,762) 

(1.96) 

($37351) 

($9,706) 

($62,439) 

($109,496) 

Grand  Total  All  Present  Law  Adjustments 

($312,381) 

($287,583) 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  reduces  funding  for  personal  services  by  $73,428  general 
fund  and  $168,201  total  funds  equivalent  to  the  across-the-board  personal  services  reduction  included  by  the  legislature  in 
the  2005  biennium  budget. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budgel  llem 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

541.42 

(4.95) 

(35.00) 

501.47 

(4.65) 

(35.00) 

501.77 

501.77 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Transfers 

22,762,646 

8,190,987 

34,633 

92,694,789 

0 

(616,237) 

(43,231) 

51,000 

322,762 

0 

(1,365,674) 

852,699 

0 

5,370,406 

0 

20,780,735 

9,000,455 

85,633 

98,387,957 

0 

(634,956) 

142,356 

36,000 

658,703 

0 

(1,377,187) 

652,699 

0 

4,870,405 

0 

20,750,503 

8,986,042 

70,633 

98,223,897 

0 

41,531,238 

17,986,497 

156,266 

196,611,854 

0 

Debt  Service 

10,688 

0 

0 

10,688 

0 

0 

10,688 

21,376 

Totil  Costs 

$123,693,743 

($285,706) 

$4357,431 

$128,265,468 

$202,103 

$4,145,917 

$128,041,763 

$256307,231 

General  Fund 
State/Other  Special 
Federal  Special 

42,369,565 

1,150,030 

80,174,148 

1,596,506 
139,964 

(2,022,176) 

954,292 

499,405 

3,403,734 

44,920,363 

1,789,399 

81,555,706 

2,075,865 
249,538 

(2,123,300) 

348,969 

499,405 

3,297,543 

44.794,399 

1,898,973 

81,348,391 

89,714,762 

3,688,372 

162,904,097 

Total  Funds 

$123,693,743 

($285,706) 

$4,857,431 

$128,265,468 

$202,103 

$4,145,917 

$128,041,763 

$256307,231 

Program  Description 

Disability  Services  Division  (DSD)  assists  Montanans  with  disabilities  in  living,  working,  and  participating  in  their 
communities.  The  division  provides  or  contracts  for  institutional  care,  residential  services,  home-based  services  to 
families,  case  management,  and  a  variety  of  employment  outcome-related  services.  These  services  include  counseling 
and  guidance,  career  training,  transportation,  adaptive  equipment,  orientation  and  mobility  services  to  the  blind, 
vocational  rehabilitation  training,  independent  living  services,  medical  services,  job  placement,  and  supported 
employment.  DSD  is  responsible  for  medical  adjudication  of  all  claims  for  Social  Security  Disability  and  Supplemental 
Security  Income.  The  division  is  responsible  for  one  state  institution,  the  Montana  Developmental  Center  (MDC)  in 
Boulder. 

Vocational  Rehabilitation  (VR)  serves  individuals  with  orthopedic,  mental,  visual,  hearing,  brain  injury,  and  other 
disabilities.  Developmentally  disabled  includes  individuals  with  mental  retardation,  epilepsy,  autism,  or  other 
neurological  conditions  that  require  treatment  similar  to  those  required  by  someone  with  mental  retardation.  In  order  to  be 
considered  a  developmental  disability,  the  disability  must  have  originated  before  age  1 8  and  have  resulted  in  a  substantial 
handicap  of  indefinite  duration. 

Statutory  Title  53,  MCA,  29  U.S.C.  721  et.  seq.,  29  U.S.C.  796,  et.  seq.,  29  U.S.C.  774,  29  U.S.C.  777b,  29  U.S.C.  2201 
et.  seq.,  42  U.S.C.  75,  6602,  72  U.S.C.  1300,  42  CFR  441.302(b),  42  CFR  441.302(g),  45  CFR  74.62,  and  34  CRF  Part 
303 

Program  Highlights 


Department  of 
Major  Budget  Highlights 


General  fund  support  for  the  division  increases  5  percent  when  the 
2007  and  2005  biennia  are  compared.  This  increase  is  primarily 
due  to  changes  in  the  state  match  for  Medicaid  services  and  a 
request  for  increased  funding  to  move  individuals  from  the  waiting 
list  for  services 

A  significant  redesign  of  the  Developmental  Disabilities  System  is 
underway,  including  development  of: 

•     A  tool  to  allocate  Financial  resources  among  consumers 
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•  A  published  rate  schedule  and  changes  in  provider  billing 
and  reimbursement 

A  settlement  agreement  in  the  lawsuit  commonly  know  as  Travis 
D.  was  reached  in  February,  2004.  The  terms  of  the  Travis  P. 
settlement  agreement  have  potential  impacts  on: 

•  The  operation  and  population  of  the  state  institution 

•  Provision  of  community  services  to   individuals  with 
specific  types  of  needs 

•  Statutory  and  budgetary  proposals  brought  forward  by  the 
department 

•  Administration  and  use  of  the  Medicaid  program 

•  Policy  and  procedure  for  administration  of  services  to 
developmentally  disabled  individuals 

•  Contracting  with  service  providers 


Major  LFD  Issues 


Several  policy  issues  related  to  the  system  redesign  including: 

•  Stop  loss  proposals  and  equalization  of  rates 

•  Benchmarks  utilized  as  basis  for  development  of  proposed 
published  rate  schedule 

•  Screening  of  individuals  into  services 

Federal  review  findings  and  concerns  that  some  individuals 
enrolled  in  Medicaid  waiver  services  are  not  receiving  all  the 
services  identified  in  their  plan  of  care 

Request  for  funds  to  move  individuals  to  community  services  and 
comply  with  provisions  of  the  Travis  P.  settlement  agreement, 
including  startup  funds  to  build  new  group  homes 
Commitments  to  the  Montana  Pevelopmental  Center  (MPC), 
including  changes  in  the  characteristics  of  individuals  committed 
to  the  institution 


Program  Narrative 

The  Pisability  Services  Pivision  may  be  summarized  into  four  major  functions,  as  illustrated  in  the  Figure  39.  These  four 
major  functions  and  the  percentage  of  the  proposed  budget  that  each  represents  are:  vocational  rehabilitation  services,  13 
percent;  institutional  developmental  disability  services,  22  percent;  community  developmental  disability  services,  61 
percent;  and  disability  determination  services,  4  percent.  The  2007  biennium  budget  requests  more  than  $78  million  per 
year  to  support  community  services  for  developmentally  disabled  individuals.  The  most  common  developmental 
disabilities  exhibited  by  individuals  receiving  state  funded  services  include  mental  retardation,  autism,  cerebral  palsy,  and 
other  types  of  brain  or  neurological  damage.  More  than  70  percent  of  these  individuals  have  a  secondary  diagnosis  such 
as  epilepsy,  cerebral  palsy,  deafness,  blindness,  mental  illness,  chemical  dependency,  and  other  physical  difficulties. 
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As  illustrated  in  the  Figure  40,  only  two  categories  of  benefits  comprise  more  than  10  percent  of  the  benefits  provided  by 
the  division.  Medicaid  benefits  provided  to  developmentally  disabled  individuals  living  in  the  community  comprise  60 
percent  of  the  benefits  provided  by  the  division.  Medicaid  reimbursement  for  services  provided  to  developmentally 
disabled  individuals  residing  in  the  state  institution  comprise  almost  12  percent  of  the  benefits  provided  by  the  division. 


Figure 

40 

Disability  Serv 

ccs  Division 

Summary  of  Benefits  Costs  with.  Funding 

Fiscal  2004  -  Base  Budget 

Fiscal  2006  Request 

Fiscal  2007  Request 

General 

Federal 

Total 

General 

Slate 

Federal 

Total 

General 

Federal 

Total 

Percent 

Description 

Fund 

SSR            Funds 

Funds 

Fund 

Spec.  Rev 

Funds 

Funds 

Fund 

SSR 

Funds 

Funds 

Total 

Benefits  and  Claims 

Voc.  Rehab  Benefits 

1.605.696 

5,868.504 

7.474,200 

1,673,675 

6.118.809 

7,792,484 

1,744,361 

6.379.138 

8,123,499 

8.3% 

Visual  Services  Medical  Benefits 

84.825 

84.825 

84.825 

84,825 

84,825 

84,825 

0.1% 

independent  Living  -  Admm. 

7 

60 

67 

8 

59 

67 

8 

59 

67 

0.0% 

Independent  Living  -  Benefits 

3.710 

70,180 

73,890 

3.710 

70,180 

73.890 

3,710 

70,180 

73.890 

0.1% 

See.  110  Blind  Low  Vision  Benefits 

211,969 

839,378 

1,051,347 

211,969 

839.378 

1,051,347 

2 1 1 ,969 

839J78 

1,051,347 

1.1% 

Supported  Employment 

186,423 

186.423 

186,423 

186,423 

186.423 

186,423 

0.2% 

Independent  Living  Part  B  Benefits 

27.121 

219,836 

246.957 

27.121 

228.766 

219.836 

475,723 

27,121 

228,766 

219.836 

475,723 

0.5% 

Independent  Lrvtng  Part  B  Admin 

150 

1,350 

1,500 

150 

1,350 

1,300 

150 

1.350 

1,500 

0.0% 

Migrant  Worker  Benefits 

332.778 

332,778 

332,778 

332,778 

332,778 

332,778 

0.3% 

Extended  Employment  Benefits 

5I2.5J4 

512^34 

512,534 

270,639 

783.173 

512,534 

270.639 

783.173 

0.8% 

Social  Security  Benefits 

185.214 

185,214 

185.214 

185,214 

- 

185.214 

185.214 

04% 

Eastern  Montana  Human  Service  Center 

- 

2,285,735 

2,285,735 

- 

2,285.735 

2^85,735 

2,285.735 

2.285.735 

2.3% 

MDC  Medicaid 

11.409,136 

11.409.136 

11.409.136 

11,409.136 

11.409,136 

11,409,136 

11.6% 

Medicaid  Benefits 

13.117.785 

41,336.787 

54,454,572 

17,409,794 

41.915.779 

59,325.573 

17,339,548 

41,486,024 

58,825,572 

59.9% 

Part  C  and  General  Fund  Benefits 

2.845.047 

1.678,519 

4,523,566 

2,845,047 

1.678.519 

4.523,566 

2,845,047 

1,678,519 

4,523,566 

4.6% 

General  Fund,  Title  XX  Other  Benefits 

4.253.011 

4,167,160 

8,420,171 

4,253,01 1 

4,167.160 

8.420,171 

4,253,011 

4,167,160 

8.420,171 

8.6% 

Targeted  Case  Management  Benefits 

340.094 

1.071,671 

1.41 1.765 

411.105 

1.000.660 

1,411,765 

421.552 

990,213 

1.411.765 

1.4% 

Disability  Determination  Services 

0.00 

0.00             40,109.00 

40,109.00 

0.00 

0.00 

44,587.00 

44,587.00 

0.00 

0.00 

49,513.00 

49,513.00 

0.1% 

Total  Benefits  and  Grants 

$23,001,949 

SO         $69,692,840 

$92,694,  78V 

527,432,948 

$499,405 

$70,455,604 

598,387,957 

$27,443,835 

$499,405 

$70,280,657 

598,223,897 

100.0% 

Because  services  for  developmentally  disabled  individuals  consume  the  majority  of  the  funding  for  this  division,  the 
program  narrative  will  focus  primarily  on  the  functions  of  the  division  related  to  these  services. 

System  Redesign 

The  developmental  disability  (DD)  service  system  is  in  the  process  of  significant  system  change  and  evolution.  Among 
the  primary  system  changes  that  will  be  implemented  are: 

•  Resource  allocation  changes  -  The  process  for  allocation  of  the  available  funding  among  service  recipients 
will  change 

•  Statewide  published  provider  rates  -  The  fees  that  providers  will  be  reimbursed  will  be  determined  based 
upon  a  published  fee  schedule  and  will  be  uniform  statewide 

•  Provider  billing  -  Rather  than  billing  each  month  for  1/12  of  a  contracted  amount,  providers  will  bill  for  the 
services  provided  to  each  individual 

The  changes  currently  being  planned  in  the  DD  system  impact  most  DD  system  stakeholders  including  consumers, 
consumer  families,  providers,  and  the  department.  Additionally,  as  planning  is  undertaken  for  these  changes,  review, 
discussion,  and  change  of  policies  occur.  While  some  policy  changes  are  insignificant,  there  are  a  number  of  significant 
policy  issues  under  discussion  within  the  department.  The  legislature  may  wish  to  "weigh  in"  on  these  discussions. 
While  few  of  the  decision  packages  included  in  the  executive  budget  speak  directly  to  any  one  policy  issue,  most  policy 
decisions  are  an  integral  part  of  deterrnining  how  resources  will  be  utilized.  However,  spending  decisions  and  priorities 
may  support  or  hinder  the  implementation  of  specific  public  policies. 

The  following  narrative  will  discuss  the  catalyst  for  change,  the  planning  process,  the  two  major  products  under 
development  for  the  division  by  a  contractor,  potential  implications  of  these  changes,  implementation  of  changes,  and 
policy  issues  related  to  the  DD  system. 
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Catalyst  for  Change 

The  two  major  catalysts  for  change  influencing  the  DD  system  are  1)  federal  Medicaid  requirements  and  findings  from  the 
Center  for  Medicare  and  Medicaid  (CMS)  review  of  the  Home  and  Community  Based  Services  (HCBS)  waiver  serving 
developmentally  disabled  individuals;  and  2)  litigation.  Both  are  significant  because  they  may  impact  the  financial  status 
of  the  state.  CMS  may  do  so  by  withholding  federal  Medicaid  reimbursement  if  the  state  is  not  in  compliance  with  federal 
requirements4.  Court  cases  may  do  so  by  specifying  both  the  level  of  state  funding  and  how  the  funding  must  be 
expended. 

Center  for  Medicare  and  Medicaid  Review 

In  20005,  CMS  reviewed  Montana's  HCBS  waivers  that  serve  developmentally  disabled  individuals.  This  review  resulted 
in  a  number  of  findings  and  as  a  consequence  Montana  negotiated  and  entered  a  plan  of  corrective  action.  DPHHS 
continues  to  implement  portions  of  that  corrective  action  plan.  At  this  time  the  department's  primary  focus,  and  a  portion 
of  the  corrective  action  plan  yet  to  be  completed,  deals  with  provider  reimbursements  and  consumer  freedom  of  choice, 
also  sometimes  referred  to  as  portability  of  client  services. 

One  significant  CMS  finding  was  related  to  Montana's  system  of  contracting  with  a  limited  number  of  providers, 
reimbursement  of  those  providers  per  contract,  the  "slot"  system  of  placement,  and  the  impact  these  items  have  on 
consumer  freedom  of  choice.  Montana's  DD  system  was  built  based  upon: 

•  Providers  responding  to  a  request  for  proposal 

•  The  department  selecting  and  entering  into  contracts  with  some  respondents 

•  The  negotiation  with  each  provider  of  contract  terms  and  dollars 

•  Consumers  being  limited  in  choice  to  those  providers  with  a  contract,  and  even  further  restricted  to  those 
providers  with  an  opening  or  "slot"  available 

This  system,  as  it  was  when  reviewed  by  CMS,  does  not: 

•  Allow  any/all  qualified  providers  to  participate  in  the  DD  service  delivery  system 

•  Include  a  consistent  statewide  reimbursement  method  where  the  same  service  is  reimbursed  at  the  same  rate 
for  all  providers  statewide  or,  as  an  alternative,  specify  a  rationale  basis  for  differing  rates  among  providers 

•  Does  not  allow  consumers  to  purchase  services  from  the  qualified  provider  of  their  choice 

•  Does  not  facilitate  portability  (the  ability  of  the  consumer  to  move  fluidly  from  provider  to  provider)  of 
consumer  benefits 

Under  Medicaid  regulations  a  consumer  must  be  free  to  choose  from  among  a  list  of  qualified  providers6.  While  the  state 
may,  within  guidelines,  establish  criteria  for  a  provider  to  be  considered  qualified,  any  provider  who  meets  those  criteria 
may  participate  in  the  service  delivery  system  and  consumers  may  choose  among  qualified  providers.  To  remedy  the 
deficiencies,  CMS  indicated  DPHHS  should  implement  a  system  that  complies  with  general  Medicaid  requirements  and 
facilitates  consumer  freedom  of  choice  among  providers  and  portability  of  benefits.  In  the  time  elapsed  between  the  CMS 
review  and  today,  the  department  has  implemented  changes  such  as: 

•  Development  and  implementation  of  criteria  and  a  process  to  determine  providers  that  are  qualified  to 
participate  in  the  DD  service  delivery  system 

•  Freedom  of  choice  (portability)  among  providers  within  a  service  category.  For  example,  a  consumer  utilizing 
group  home  services  may  choose  from  among  the  qualified  providers  of  group  home  services 

Process  of  Change 

Given  the  magnitude  of  the  changes  mandated  by  CMS  and  the  significant  level  of  effort  that  would  be  necessary  to 
complete  these  changes,  the  department  decided  to  hire  a  contractor  to  assist  with  several  issues  and  in  particular  to  assist 
with  the  development  of  a  uniform  statewide  reimbursement  methodology.  In  October  2003,  Mercer  Government  Human 


In  FY  2004,  DD  community  services  expended  more  than  $40  million  federal  Medicaid  funds  and  over  $10  million  federal  Medicaid 
funds  were  deposited  in  the  state  general  fund  as  reimbursement  for  care  provided  at  the  state  institution  for  developmentally  disabled 
individuals. 

The  final  CMS  report  of  the  results  of  this  review  are  dated  April  30,  2001.  However,  the  actual  review  was  conducted  in  2000. 

Under  certain  circumstances  a  state  may  request  a  waiver  from  Medicaid  freedom  of  choice  requirements.   Montana  does  not  have 
such  a  waiver  approved  for  developmental  disability  services. 
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Services  Consulting  (Mercer)  began  working  to  assist  the  department  in  issues  related  to  the  DD  system.  There  are 
primarily  two  products  being  developed  by  Mercer  under  contract  with  the  department.  These  two  products  are: 

•  The  Montana  Resource  Allocation  Protocol  (MONA) 

•  A  schedule  of  published  rates  and  reimbursement  methodology  that  will  be  utilized  statewide 

Montana  Resource  Allocation  Protocol 

The  MONA  is  a  tool  that  will  be  used  to  allocate  the  funding  for  DD  HCBS  waiver  services  among  service  recipients. 
The  client  and  other  individuals  invited  by  the  client  work  with  a  case  manager  to  respond  to  a  number  of  questions.  The 
software  application  then  applies  formulas  to  determine  the  level  of  financial  support  needed  to  provide  services  to  the 
individual.  There  are  two  versions  of  this  tool,  one  to  be  used  for  children  age  six  and  above  and  another  to  be  used  for 
adults. 

As  of  this  writing  the  department  has  completed  a  MONA  for  most  recipients  in  the  adult  waiver  services  and  plans  to 
complete  a  MONA  for  recipients  in  the  children's  waiver  services  by  the  end  of  calendar  2004.  The  initial  results  of  the 
MONA  are  being  evaluated,  additional  staff  training  is  being  completed,  and  adjustments  are  being  made  if  necessary. 
The  resource  allocation  determined  by  the  MONA  will  be  reviewed  and  compared  to  the  actual  level  of  service  provided 
to  the  individual  during  a  pilot  implementation  that  is  scheduled  to  begin  in  January,  2005. 

Provider  Rates  and  Billing 

Over  the  course  of  the  past  year  the  department  via  Mercer  has  been  developing  provider  rates  and  a  reimbursement 
methodology.  The  department  plans  to  move  to  a  published  rate  schedule  that  will  be  used  to  reimburse  all  providers  and 
to  a  reimbursement  methodology  that  reimburses  based  upon  the  service  provided  to  the  individual,  rather  than  a  contract 
with  a  provider  to  serve  a  predetermined  number  of  individuals.  This  type  of  reimbursement  system  will  more  easily 
facilitate  consumer  choice  among  providers  and  portability  of  services  from  location  to  location. 

The  proposed  rate  structure  for  DD  services  includes  some  reimbursements  that  will  be  made  based  upon  utilization  (an 
amount  per  unit  of  service  provided)  and  some  reimbursements  that  will  be  based  upon  a  capitated  system  (a  set  amount 
per  month  of  service,  regardless  of  how  many  or  few  units  of  service  are  provided).  The  methodology  used  to  arrive  at 
both  types  of  rates  is  similar.  Figure  41  summarizes  proposed  non  capitated  rates  for  selected  services  within  the  DD 
system.  The  proposed  rates  for  the  DD  system7  are  comprised  of  four  factors: 

•  Direct  care  wage  rate 

•  Employee  benefits 

•  Program  related  costs 

•  General  and  administrative  costs 


Figure  4 

Summary  of  Selected  Proposed  DD  System  Rates 

Draft  for  January  2005  Pilot 

Vocational  Svcs 

Day  Activity 

Group  Homes 

Supported 

Health 

Behavior 

Component 

Facility  Based 

Program 

1- 

6  sites 

Living 

Add  -  On 

Add  -  On 

Direct  Care  Wage 

$9.10 

$9.10 

$8.29 

$9.10 

$6.71 

$6.71 

Employee  Benefits  Percent 

30.45% 

30.45% 

30.45% 

30.45% 

30.45% 

30.45% 

Subtotal 

$11.87 

$11.87 

$10.81 

$11.87 

$8.75 

$8.75 

Program  Related  Costs 

27.7% 

27.7% 

21.5% 

21.5% 

7.0% 

7.0% 

Subtotal 

$16.42 

$16.42 

$13.77 

$15.12 

$9.41 

$9.41 

General  and  Admin. 

7.0% 

7.0% 

7.0% 

12.0% 

0.0% 

0.0% 

Base  Hourly  Rate 

$17.66 

$17.66 

$14.82 

$17.18 

$9.41 

$9.41 

Selected  Proposed  Caoitated  Rates 

Per  Member 

Service 

Hourly  Rate 

Mean  Hrs/Day 

Davs 

Per  Month 

Hours/  Month 

Per  Month  Rate 

Supported  Employment/ 

Competitive  Employment 

$18.52 

2.5 

22 

55 

$1,018.60 

Family  Education  &  Support 

Non  Waiver  Service 

$12.06 

1 

22 

22 

$265.32 

Family  Education  &  Support 

Medicaid  Waiver 

$14.81 

3 

22 

66 

$977.46 

The  department  considers  these  rates  to  draft  rates  that  may  be  subject  to  change.  However,  the  department  has  also  indicated  that 
these  are  the  rates  that  are  intended  to  be  utilized  during  the  pilot  implementation  of  system  changes  beginning  in  January  2005. 
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Some  portions  of  the  rate  calculation  methodology  use  comparable  benchmarks.  Utilization  of  a  benchmark  is  valuable  in 
determining  reimbursement  rates.  However,  the  use  of  a  benchmark  does  not  mean  providers  are  required  to  pay  costs  at 
that  rate.  It  simply  means  the  reimbursement  rate  is  adequate  to  pay  costs  at  the  specified  level.  Providers  maintain 
freedom  to  establish  employee  wages,  benefits,  and  other  costs  at  the  level  the  provider  wishes. 

In  arriving  at  the  direct  care  wage  rate  that  would  be  assumed  as  part  of  the  reimbursement  rate  calculation,  the  contractor 
evaluated  a  number  of  data  sources  of  wage  and  salary  information  for  comparable  job  duties  to  arrive  at  a  benchmark. 

The  benchmark  wage  rate  is  set  at  the  25th  percentile  for  comparable  jobs.  Perhaps  the  most  understandable  explanation 
of  what  it  means  for  the  benchmark  to  be  set  at  the  25th  percentile  is  that  if  four  individuals  applied  for  the  position,  one  of 
the  four  individuals  would  accept  the  position  at  the  wage  rate  offered8.  Employee  benefits,  including  both  mandated 
(social  security,  Medicare  tax,  workers  compensation,  and  unemployment)  and  non  mandated  (health  insurance, 
retirement,  paid  time  off,  etc),  were  benchmarked  at  30.45  percent  of  wages9.  Program  related  costs  were  benchmarked  at 
varying  rates  depending  upon  the  service  and  range  from  7  to  almost  28  percent.  General  and  administrative  costs  were 
benchmarked  at  varying  rates  ranging  from  6  to  12  percent  depending  upon  the  service.  In  addition  to  the  base  hourly  rate 
displayed  in  Figure  41  the  proposed  rate  structure  will  incorporate  a  geographical  factor  that  will  increase  reimbursement 
rates  for  some  services  provided  in  the  eleven  counties  that  ranked  highest  in  several  factors  related  to  costs  of  housing, 
labor,  etc. 

As  illustrated  in  the  lower  half  of  Figure  41  the  department  has  proposed  that  payment  for  services  such  as  Supported 
Employment  and  Family  Education  and  Support  be  made  on  a  capitated  basis.  In  the  case  of  a  capitated  reimbursement 
the  provider  is  paid  a  monthly  fee  for  providing  service  to  an  individual  regardless  of  how  much  or  little  service  the 
person  utilizes.  Under  a  capitated  rate  model  the  provider  bears  some  risk  and  responsibility  for  management  of 
utilization  since  reimbursement  does  not  increase  if  utilization  increases,  likewise  reimbursement  does  not  decrease  if 
utilization  decreases. 


Ill) 
ISSUE 


Stop  Loss  Considerations 

Department  staff  indicated  from  the  inception  of  the  Mercer  project  that  they  anticipated  the  move  to  a 
published  rate  schedule,  uniform  reimbursement  statewide,  and  uniform  resource  allocation  protocols  would  create 
winners  and  losers  due  to  increases  and  decreases  in  reimbursement  and  resource  allocation  that  will  occur. 


While  realizing  that  there  will  be  winners  and  losers,  the  department  also  seeks  to  maintain  a  viable  provider  network 
statewide  and  minimize  impacts  on  consumers.  Thus,  the  department  has  been  considering  stop  loss  options.  That  is,  the 
department  is  considering  limiting  the  amount  of  revenue  increase  or  decrease  any  one  provider  would  experience,  and  the 
amount  of  resource  allocation  increase  or  decrease  a  consumer  would  receive.  At  the  most  recent  advisory  group  meeting 
department  staff  indicated  that  for  the  purposes  of  the  pilot  implementation  project  the  gain  or  increase  would  be  limited 
to  no  more  than  seven  percent  and  the  decrease  or  loss  to  no  more  than  ten  percent. 

The  legislature  may  wish  to  consider  whether  or  not: 

•  System  changes  should  be  implemented  in  this  incremental  manner,  or 

•  System  changes  should  be  fully  implemented  at  one  time 

Timing  of  full  implementation  of  these  changes  is  discussed  below. 


8 

As  explained  by  Roger  DeShaies,  Davis-Deshaies  LLC  to  Mercer  project  advisory  committee. 

For  selected  DPHHS  positions  comparable  in  per  hour  wages,  employee  benefits  (excluding  longevity  and  insurance)  were  about  27 
percent  of  the  hourly  wages.   When  health  insurance  costs  were  included  in  the  calculation,  employee  benefits  become  more  than  60 
percent  of  the  wage  costs.  It  is  important  to  note  that  as  hourly  wage  rates  increase  employee  benefits  become  a  smaller  percentage  of 
the  wage  rate  because  some  benefit  costs  (such  as  health  insurance  coverage)  do  not  fluctuate  with  employee  wage  rates. 
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Implementation 

The  department  plans  to  begin  a  pilot  project  implementing  changes  in  resource  allocation  and  reimbursement  related  to 
Medicaid  waiver  services  for  adults  in  January  2005.  This  pilot  will  last  six  months  and  involve  about  160  individuals 
and  the  providers  serving  those  individuals.  The  participants  in  the  pilot  were  selected  based  upon  a  statewide  random 
sample,  with  individuals  having  the  option  not  to  participate  in  the  pilot  if  they  wish  to  exercise  that  option.  The 
department  will  be  closely  monitoring  the  impact  of  system  changes  on  both  consumers  and  providers.  Additionally,  the 
department  is  in  the  planning  stages  of  pilot  implementation  of  changes  in  the  children's  system,  and  currently  plans  to 
implement  a  pilot  in  the  children's  system  around  March  1 ,  2005. 


LFD 
ISSUE 


While  the  department  is  proceeding  with  pilot  implementation  of  the  published  rate  structure  and 
changes  in  allocation  of  resources,  it  has  not  established  a  timeline  or  date  for  full  implementation  of 
these  changes.  The  anticipated  timeframe  for  full  implementation  is  vague  and  may  exceed  more  than 
one  year.  A  statewide  implementation  that  occurs  over  more  than  one  year  increases  the  potential  for  the  new  system  to 
become  out  of  date  prior  to  implementation,  thus  causing  additional  implementation  difficulties  and  potential  delays. 
Given  that  historically  this  service  delivery  system  has  been  slow  to  change,  the  department  has  been  working  on  these 
changes  since  the  CMS  review  was  completed  in  the  year  2000,  and  the  Mercer  project  has  been  in  progress  since  the 
fall  of  2003,  the  legislature  may  wish  to: 

•  Provide  the  department  direction  regarding  the  timeframe  to  be  used  to  fully  implement  use  of  the  published 
rate  structure  and  resource  allocation  protocol 

•  Include  language  in  HB  2  that  conditions  the  appropriation  of  funds  to  support  developmental  disability 
services  provided  in  community  settings  in  the  second  year  of  the  biennium  upon  the  department  fully 
implementing  the  published  rate  structure  and  resource  allocation  protocol  by  a  specified  date.  If  the 
legislature  chooses  to  include  this  condition  in  HB  2,  failure  to  fully  implement  the  published  rate  structure 
and  resource  allocation  protocol  by  the  specified  date  would  result  in  the  department  loss  of  the  funding 
appropriated  to  support  developmental  disabilities  community  services 


Stakeholder  Involvement 

Throughout  the  course  of  the  past  year  as  the  DD  program  has  pursued  the  Mercer  project,  the  department  has  involved 
consumers,  providers  and  other  stakeholders  via  various  mechanisms.  An  advisory  group  consisting  of  consumer 
representatives,  providers,  legislators,  and  other  interested  parties  have  met  monthly  to  provide  feedback  and  advice  to  the 
department.  So  called  "focus"  group  meetings  have  been  held  statewide  with  consumers,  consumer  organizations, 
providers,  and  the  public  to  provide  information  and  respond  to  changes.  Additionally,  several  meetings  have  been  held 
with  providers  and  provider  groups  to  review  the  methodology  behind  the  proposed  rate,  data  collection  and  findings,  and 
billing  related  issues.  Recognizing  that  the  changes  underway  in  the  DD  system  have  the  potential  to  significantly  impact 
providers  and  impact  the  way  business  is  conducted  within  the  system,  the  department  has  included  in  the  contract  with 
Mercer  funding  to  provide  technical  assistance  to  providers  wishing  to  participate.  The  technical  assistance  proposed  may 
include  topics  such  as  development  of  business  plans,  analysis  of  market  share,  profitability  of  services  provided,  and 
other  such  topics.  A  number  of  national  consultants  with  expertise  in  a  range  of  business  related  issues  will  be  made 
available  to  assist  groups  of  providers  or  individual  providers  as  requested. 

Litigation 

Issues  surrounding  the  provision  of  services  to  developmentally  disabled  individuals  have  been  the  subject  of  litigation  at 
both  the  state  and  federal  level.  At  the  federal  level,  the  U.S.  Supreme  Court  decision  in  the  case  commonly  known  as 
Olmstead  has  been  well  publicized  for  its  impact  on  states  and  the  delivery  of  services  to  disabled  individuals.  At  the 
state  level,  the  recent  settlement  of  the  case  commonly  known  as  Travis  P.  has  immediate  program  and  financial  impacts, 
some  of  which  are  included  in  the  budget  proposed  by  the  executive. 

On  February  5,  2004  the  court  ordered  settlement  of  the  Travis  D.  lawsuit  was  signed.  Travis  D.  was  a  class  action  lawsuit 
filed  by  the  Montana  Advocacy  Program  (MAP)  in  1996.  Defendants  in  this  suit  included  the  state  of  Montana,  MDC, 
Eastern  Montana  Human  Services  Center  (Eastmont),  and  key  personnel.  This  lawsuit  sought  to  protect  the  civil  rights  of 
individuals  with  disabilities  and  the  provision  of  appropriate  community  services  for  individuals  with  disabilities.  The 
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terms  of  the  settlement  agreement  between  the  executive  branch  and  the  plaintiffs  include  requirements  for  the  department 
to: 

•  Develop  and  present  to  the  legislature: 

•  In  2005,  a  statutory  change  in  commitment  laws  removing  from  the  definition  of  "seriously 
developmentally  disabled"  in  53-20-102,  MCA,  a  person  with  self-help  deficits  requiring  near  total 
care  (LC0134) 

•  In  2005,  a  budgetary  proposal  to  provide  funding  for  the  placement  in  community  services  of  all 
persons  continuing  to  reside  at  MDC  whose  commitment  is  due  to  self-help  deficits  so  severe  as  to 
require  near  total  care  and  who  have  been  referred  for  community  services  by  their  professional 
treatment  team  (portions  of  DP  39) 

•  In  2007,  a  proposal  seeking  funding  and  any  necessary  statutory  changes  to  implement  models  of 
developmental  disability  community  services  for  persons  with  sexually  offending  behaviors 

•  Close  unit  1 6AB  on  the  MDC  campus  and  move  45  residents  to  community  settings  by  December  3 1 ,  2007 

•  Offer  and,  if  accepted,  provide  services  to  all  members  of  the  plaintiff  class  currently  without  services10 

•  Take  reasonable  actions  to  maximize  federal  funding  for  developmental  disabilities  community  services 
through  payments  of  services  with  federal  program  funds  (Medicaid,  Title  XX  Social  Services  Block  Grant, 
etc)  and  through  efforts  to  assist  persons  not  currently  eligible  for  Medicaid  to  become  Medicaid  eligible 

•  Train  various  department  and  provider  staff,  and  develop  policies  and/or  programs  related  to  various  topics 
including:  behavior  management,  dually  diagnosed  individuals,  and  developmental  disability  community 
services  for  individuals  with  sexually-offending  behaviors 

•  Not  fund  development  of  any  seven  or  more  person  capacity  community  homes  (except  multiplex  apartments) 
or  contract  with  any  provider  to  serve  more  than  eight  residents  in  an  existing  community  home  for  persons 
with  developmental  disabilities 

The  settlement  agreement  in  the  Travis  P.  litigation  impacts  the  DD  system  in  multiple  areas  including: 

•  Operation  and  population  of  the  state  institution 

•  Provision  of  community  services  to  individuals  with  specific  types  of  needs 

•  Requiring  statutory  and  budgetary  proposals  be  brought  forward  for  legislative  consideration 

•  Administration  and  use  of  the  Medicaid  program 

•  Policy  and  procedures  for  administration  of  the  DD  system 

•  Contracting  with  service  providers 

In  correspondence  dated  April  1 9,  2004,  legislative  legal  counsel  responded  to  a  number  of  questions  about  the  Travis  D. 
settlement  agreement  that  were  posed  by  a  member  of  the  legislature1 ' .  This  correspondence,  which  may  be  obtained  upon 
request  from  the  legislative  library,  contains  information  on  two  types  of  topics,  those  specific  to  the  DD  system  and  those 
that  also  have  potential  cross  system  impacts.  Some  of  the  major  questions  specific  to  the  DD  system  discussed  in  this 
correspondence  include: 

•  Are  the  terms  of  the  settlement  agreement  binding  upon  the  legislature?  In  part,  this  correspondence  indicates 
that  while  the  settlement  agreement  is  worded  in  terms  of  binding  the  "state"  the  legislature  is  not  a  party  to 
the  agreement.  Thus,  the  legislature  is  not  bound  by  the  terms  of  the  agreement.  However,  in  the  event  that 
legislative  action  prevents  the  department  from  fulfilling  the  contractual  obligations  outlined  in  the  terms  of 
the  settlement  agreement,  further  litigation  might  be  pursued. 

•  May  the  legislature  enact  changes  that  limit  eligibility,  service  array,  service  availability,  and  funding  for  the 
DD  system?  This  correspondence  states  in  part  that  "a  settlement  agreement  or  consent  decree  does  not  freeze 
the  underlying  statute's  provisions  in  place"  and  that  the  Montana  Constitution  specifically  authorizes  the 
legislature  to  determine  whether  or  not  to  provide  social  and  rehabilitative  services  and  to  set  rational 
eligibility  criteria  for  programs  and  services,  as  well  as  for  the  duration  and  level  of  benefits  and  services. 


10  DPHHS  staff  indicated  there  are  about  225-250  individuals  in  the  plaintiff  class  and  that  most  of  those  clients  who  wish  to  received 

services  are  receiving  services.    The  initial  department  estimate  of  the  costs  to  serve  individuals  in  the  plaintiff  class  who  are  not 

already  receiving  services  is  about  $40,000.  Per  personal  conversation  with  Jeff  Sturm,  DDP  manager  and  Gail  Briese-Zimmer,  DSD 

Fiscal  Bureau  Chief  on  February  27,  2004. 

"  April  19,  2004  correspondence  from  Gregory  J.  Petesch,  Director  of  Legal  Services  to  Representative  Edith  Clark. 
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•  May  limits  be  placed  on  the  services  requested  by  class  members,  such  as  denying  services  that  are 
determined  to  be  excessively  costly  under  predetermined  criteria?  The  settlement  agreement  appears  to  vest 
access  to  services  for  an  individual  within  the  limits  of  the  cost  plan.  However,  there  are  no  provisions 
governing  the  establishment  of  the  cost  plan  in  statute  or  administrative  rules.  Additionally,  there  are  a 
number  of  provisions  in  the  settlement  agreement  that  restrict  or  specify  actions  the  department  may  take.  The 
ability  to  limit  services  and  deny  excessively  costly  services  appears  to  be  possible  within  the  constraints 
outlined  by  various  provisions  of  the  settlement  agreement. 

•  Do  provisions  of  the  settlement  agreement  apply  only  to  those  individuals  certified  as  included  in  the  class  of 
plaintiffs  in  the  Travis  P.  litigation  and  if  not,  then  to  what  group  or  groups  does  the  settlement  agreement 
apply?  Legislative  legal  counsel  indicates  that  the  settlement  agreement  applies  to  any  person  who  has  been, 
is,  or  will  be  a  resident  of  either  of  the  two  institutions  for  developmentally  disabled  individuals  between 
August  23,  1996  and  the  date  that  the  court  preliminarily  approves  the  settlement  agreement.  Furthermore, 
provision  of  services  to  the  individuals  covered  by  the  agreement  has  implications  for  similarly  situated 
individuals  who  are  not  covered  by  the  settlement. 

Thus,  it  appears  that  the  legislature  may,  if  it  wishes: 

•  Limit  services  or  deny  excessively  costly  services  within  the  constraints  contained  in  various  provisions  of  the 
settlement  agreement 

•  Limit  eligibility,  service  array,  service  availability  and  funding  for  the  DD  system 

System  and  budgetary  changes  needed  to  comply  with  the  provisions  of  the  Travis  P.  settlement  agreement  are 
interwoven  with  those  necessary  to  comply  with  federal  Medicaid  and  other  requirements. 

System  Policy  Issues 

As  department  staff  has  moved  forward  with  planning  and  implementation  of  the  many  changes  occurring  within  this 
system,  they  have  found  that  the  lines  between  actions  taken  to  meet  various  requirements  are  generally  gray.  That  is, 
many  of  the  actions  taken  and  underway  within  the  system  fulfill  or  partially  fulfill  multiple  needs.  Because  it  is  difficult 
to  isolate  actions  taken  as  part  of  complying  with  CMS  requirements  from  those  taken  to  comply  with  the  settlement 
agreement,  these  actions  and  related  policy  issues  are  discussed  in  relation  to  the  system  as  a  whole.  The  following 
portion  of  the  narrative  outlines  several  significant  policy  issues  related  to  this  system  that  the  legislature  may  wish  to 
discuss. 


LIT) 
ISSUE 


The  Mercer  project  advisory  committee  has  considered  several  policy  issues  related  to  the  changes  in  the  PP 
system.  The  legislature  may  wish  to  "weigh  in"  on  a  policy  issues  related  to  the  PP  system,  including  those 
discussed  in  the  following  narrative. 


The  legislature  may  wish  to  have  the  department  and  Mercer  review  the  assumptions  used  to  develop  the  MONA  and 
proposed  provider  reimbursement  rates.  The  legislature  may  wish  to  consider  whether  or  not  it  concurs  with  the 
department  policy  decisions  related  to: 

•  How  and  where  the  various  components  of  the  rates  were  benchmarked?  Pirect  care  worker  wages? 
Employee  benefits?  Program  related  costs?  General  and  administrative  costs? 

•  Provision  of  a  geographic  adjustment  for  1 1  counties  within  the  state? 

The  department  is  in  the  process  of  revising  the  criteria  that  will  be  used  to  screen  individuals  seeking  services  and 
prioritize  allocation  of  services  among  consumers.  While  there  are  some  differences  in  the  screening  criteria  for  children 
verses  adults,  the  concepts  discussed  below  apply  to  both.  The  most  recent  proposed  screening  criteria  calls  for  the 
following  "filters"  to  be  among  the  criteria  used  to  include/exclude  individuals  from  acceptance  into  the  service  system: 

•  Only  individuals  whose  resource  allocation  (MONA)  is  equal  to  or  no  more  than  10  percent  less  than  the 
resource  allocation  of  the  person  exiting  services  would  be  considered  for  the  opening 
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•  Persons  residing  in  and  desiring  to  receive  services  in  the  community  where  the  opening  occurred 
will  be  given  preference  for  the  service  opening 

•  The  opening  will  be  offered  to  the  person  in  highest  need  whose  need  can  be  met  in  the  opening 


The  legislature  may  wish  to  consider  the  following: 

•  Should  entry  into  the  system  be  limited  by  the  amount  of  resources  allocated/needed  by  the  individual?  Or, 
should  the  person  in  greatest  need  be  accepted  into  services  even  if  it  means  waiting  for  a  second  opening  to 
occur  so  that  the  resources  from  two  openings  may  be  combined  to  serve  one  individual  with  greater  financial 
resources  need  (a  larger  cost  plan)? 

•  The  policy  as  distributed  to  the  advisory  committee  does  not  define  "highest  need"  nor  specify  what  criteria 
are  used  to  determine  "highest  need" 

•  Does  the  preference  given  to  persons  residing  in  and  desiring  to  receive  services  in  the  community  where  the 
opening  occurred  resemble  too  closely  the  "slot"  system  that  CMS  has  indicated  does  not  comply  with  federal 
Medicaid  requirements? 

•  Does  the  screening  policy  as  outlined  by  the  department  facilitate  consumer  choice  and  portability  of  benefits 
as  required  under  federal  Medicaid  regulation? 

•  Should  the  recipient's  financial  condition  be  considered  when  determining  priority  for  entry  into  publicly 
funded  services,  with  those  individuals  of  lower  income  and  without  financial  resources  such  as  trust  funds 
receiving  priority  for  publicly  funded  services? 

•  Should  the  income  and  financial  condition  of  a  child's  parents  be  considered  when  determining  priority  for 
entry  into  publicly  funded  services,  with  those  individuals  of  lower  income  and  without  financial  resources 
receiving  priority  for  publicly  funded  services? 


Ill) 
ISSUE 


During  the  course  of  the  CMS  review,  CMS  staff  indicated  that  a  number  of  individuals  enrolled  in 
HCBS  waiver  services  had  needs  identified  in  their  plan  of  care  that  were  not  being  met.  In  some  cases 
these  needs  are  not  being  met  because  the  resources  allocated  to  the  individual  may  not  be  adequate  to 
provide  for  all  the  needs  identified  in  the  individual  plan  of  care.  This  issue  arises  because  individuals  may  be  enrolled 
into  the  HCBS  waiver  although  the  resources  available  to  fund  their  plan  of  care  are  not  adequate  to  fully  fund  their 
needs. 

This  CMS  finding  points  to  an  apparent  policy  difference  between  CMS  expectations  and  how  the  state  has 
implemented  HCBS  waiver  services.  It  seems  that  the  state  has  generally  provided  services  utilizing  a  philosophy  of 
providing  some  services  to  a  larger  number  of  individuals,  while  CMS  review  findings  seem  to  illustrate  a  philosophical 
preference  for  provision  of  all  services  identified  in  the  individual  plan,  even  if  that  results  in  few  individuals  being 
served.  This  philosophical  difference  could  potentially  result  in  a  compliance  issue  that  is  very  costly  to  remedy,  since  it 
is  likely  a  significant  amount  of  additional  funding  would  be  necessary  to  achieve  compliance  for  all  individuals 
currently  enrolled  in  HCBS  waiver  services  but  not  receiving  all  the  services  identified  in  their  individual  plan  of  care. 
The  legislature  may  wish  to: 

•  Direct  the  department  to  develop  and  provide  to  the  legislature  a  plan  for  achieving  compliance  with  this 
CMS  finding 

•  Consider  this  philosophical  policy  difference  when  determining  the  manner  in  which  any  additional  funding 
appropriated  for  this  service  system  this  system  is  to  be  used.  Given  that  this  action  may  increase  both  the 
risk  of  financial  penalties  related  to  noncompliance  with  federal  Medicaid  regulations  and  the  costs  of 
achieving  future  compliance  with  CMS  findings  in  this  area,  does  the  legislature  wish  to  allow  consumers  to 
enter  into  publicly  funded  services  if  their  complete  plan  of  care  cannot  be  funded? 
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During  the  course  of  working  through  changes  in  the  system,  working  with  the  contractor,  and  through  internal 
reviews  completed  by  the  Medicaid  policy  oversight  unit,  the  department  has  identified  areas  where  the  state  is 
not  complying  with  federal  Medicaid  requirements.  Two  examples  of  this  are  discussed  below. 


Previously,  when  children  "aged  out"  of  children's  services,  they  were  moved  to  the  waiting  list  of  adult  services, 
although  the  child  was  enrolled  in  the  Medicaid  waiver.  Under  the  Medicaid  waiver  Montana  operates,  an  individual  is 
considered  enrolled  in  the  waiver  until  the  individual  chooses  to  exit.  Because  children  and  adults  are  served  under  the 
same  waiver  in  Montana,  the  exiting  of  children  from  the  waiver  when  they  "aged  out"  and  placement  of  these  individuals 
on  the  waiting  list  was  contradictory  to  Medicaid  requirements.  In  the  fall  of  2004  the  department  implemented  a  policy 
change  related  to  transition  of  individuals  enrolled  in  the  HCBS  waiver  from  children's  services  to  adult  services. 
Effective  in  the  fall  of  2004  children  enrolled  in  the  HCBS  waiver  no  longer  move  to  the  waiting  list  for  adult  services. 
Rather,  these  children  continue  to  be  enrolled  in  waiver  services  and  move  to  adult  services  immediately  upon  "aging  out" 
of  children's  services.  Individuals  in  this  situation  enter  adult  services  with  the  same  resource  allocation  as  they  had  while 
in  children's  services. 

This  change  in  policy  may  enlarge  the  pool  of  consumers  enrolled  in  the  waiver  that  are  not  receiving  all  the  services 
identified  in  their  plan  of  care  and  further  expand  the  potential  financial  risk  related  to  the  issue  discussed  previously  in 
this  narrative.  The  legislature  may  wish  to: 

•        Request  that  the  department  develop  and  present  a  plan  for  fully  funding  the  costs  plans  of  consumers  moving 
from  children  to  adult  services  within  the  funding  currently  available 

Secondly,  during  the  November  30,  2004  meeting  with  the  DD  project  advisory  group,  department  staff  indicated  that  the 
method  being  used  for  billing  Medicaid  targeted  case  management  services  is  not  consistent  with  Montana's  Medicaid 
state  plan  and  thus  out  of  compliance  with  Medicaid  requirements.  Rather  than  billing  an  established  rate  per  contact,  and 
based  upon  the  number  of  client  contacts  as  outlined  in  the  state  Medicaid  plan,  targeted  case  management  billing  has 
been  done  on  a  contract  basis.  Department  staff  indicated  that  because  the  contracts  for  case  management  services  are 
generally  fully  billed  to  the  state  a  couple  months  before  year  end,  changes  in  billing  for  targeted  case  management 
services  will  likely  not  be  implemented  until  July  1 ,  the  beginning  of  a  new  fiscal  year. 


Institutional  Population 

While  the  executive  budget  proposes  movement  of  a  number  of  individuals  to  community  settings,  the  department  does 
not  anticipate  a  significant  decrease  in  the  number  of  residents  at  the  institution.  The  department  has  been  working  on  a 
one-in,  one-out  policy.  That  is,  whenever  a  new  commitment  is  made  to  the  institution,  the  department  attempts  to  shift 
resources  and  discharge  a  resident  so  that  the  total  population  at  the  institution  does  not  increase.  The  department  has  also 
been  experiencing  a  shift  in  the  characteristics  of  the  individuals  committed  to  the  institution.  In  general,  the  population 
currently  being  committed  is  increasingly  difficult  to  serve  due  to  behavioral  issues  including  an  increase  in  the  number  of 
individuals  criminally  committed,  the  severity  of  medical  issues,  and  with  the  goal  of  placement  in  community  services 
complicated  in  some  cases  due  to  difficulties  experienced  in  previous  attempts  to  provide  community  services. 


LFD 
ISSUE 


The  change  in  characteristics  of  the  population  being  served  at  MDC  raises  a  number  of  questions  and  issues 
such  as: 

•  What  are  the  current  and  future  roles  of  MDC  in  serving  individuals  criminally  committed  to  that  facility 
rather  than  a  correctional  facility? 

•  What  numbers  of  clients  and  mix  of  services  are  appropriate  for  the  facility? 

•  What  alternative  care  settings  are  needed  and  appropriate? 
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Is  community  integration  appropriate  and  achievable  for  some  individuals  within  the  publ'c  resources 
available?  If  not,  is  the  state  positioned  to  defend  itself  from  further  litigation  in  this  area?  Is  the  state 
likely  to  be  determined  by  a  court  to  be  in  compliance  with  the  terms  of  the  federal  court  finding  in  the 
Olmstead  case? 


The  increase  in  the  number  of  individuals  criminally  committed  to  the  facility  highlights  issues  such  as: 

•  Can  the  various  populations  be  appropriately  segregated  in  a  manner  that  ensures  the  health  and  safety  of 
residents  and  staff? 

•  Are  changes  to  the  physical  structure  of  the  facility  necessary  or  desirable  to  accommodate  those  criminally 
committed? 

•  Will  changes  in  Medicaid  reimbursement  occur,  since  individuals  criminally  committed  to  an  institution  are 
generally  not  eligible  for  Medicaid  payment  for  services? 

•  Are  changes  in  treatment  protocols  and  other  processes  necessary  to  accommodate  those  criminally  committed? 

The  legislature  may  wish  to: 

•  Direct  the  department  to  project  future  numbers  and  characteristics  of  the  population  committed  to  MDC  and 
developed  a  strategic  plan,  including  necessary  physical  plant  changes  that  may  be  needed  to  accommodate  the 
changing  characteristics  of  the  population  at  the  institution,  and  present  this  report  to  the  appropriate  interim 
legislative  committee 

•  Study  whether  or  not  a  state  institution  based  upon  a  correctional  model  of  service  should  be  developed  to  provide 
services  to  developmentally  disabled  individuals  that  are  committed  to  a  state  institution  under  criminal 
proceedings,  and  present  the  study  findings  to  the  appropriate  interim  legislative  committee 


Pending  Litigation 

In  September  2002,  the  Montana  Association  for  Independent  Disability  Services,  Inc.  (MAIDS)  and  several  individuals 
with  developmental  disabilities  filed  suit.  Defendants  in  the  MAIDS  lawsuit  include  the  Department  of  Public  Health  and 
Human  Services  and  key  department  and  state  personnel.  MAIDS  is  a  non-profit  organization  comprised  of  entities 
providing  community-based  services  to  individuals  with  developmental  disabilities.  This  suit  alleges  that  the  disparity  in 
wages  and  benefits  paid  to  employees  of  community  based  providers,  verses  the  wages  and  benefits  paid  to  employees  of 
state  institutions,  has  resulted  in  irreparable  and  unnecessary  harm  to  the  plaintiffs.  The  plaintiffs  allege  that  several 
statutory  and  constitutional  provisions  have  been  violated  and  seek:  1)  to  have  the  wage  and  benefit  disparity  between 
employees  of  state  run  institutions  and  community  providers  eliminated;  and  2)  to  have  uniform  Medicaid  reimbursement 
rates  established.  The  court  is  schedule  to  hear  this  lawsuit  in  August  of  2005. 

A  finding  in  favor  of  the  plaintiffs  and  requiring  the  state  to  reimburse  contractors  at  a  level  that  provides  direct  care  wage 
rates  that  are  comparable  to  state  employees  would  likely  have  a  financial  impact  on  the  DD  system  that  would  be 
measured  in  terms  of  millions  of  dollars.  The  potential  for  similarly  situated  employee  groups  of  contractors  to  file  similar 
legal  actions  exist.  The  probability  and  magnitude  of  such  action  is  currently  unknown.  Furthermore,  how  such  a  finding 
might  impact  the  definition  of  employee,  employer  relationships,  and  other  aspects  of  labor  relations  and  compensation 
has  not  been  studied. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 

DSD  is  funded  with  a  combination  of  general  fund  (35  percent),  state  special  revenue  (1  percent)  and  federal  funds  (64 
percent).  Most  general  fund  support  is  used  to  draw  down  federal  matching  funds.  The  matching  ratio  for  federal 
programs  administered  by  the  division  varies.  However,  the  most  common  ratios  are: 

•  Medicaid  services  are  funded  at  the  federal  medical  assistance  participation  rate,  which  is  generally  about  30 
percent  state  funds  and  70  percent  federal  funds 

•  Medicaid  administrative  costs  are  funded  on  a  50/50  ratio  of  state  and  federal  funds 
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Vocational  Rehabilitation  services  are  funded  on  a  21/79  ratio  of  state  and  federal  funds 

Disability  Determination  services  are  funded  entirely  with  federal  funds 

The  Montana  Developmental  Center  (MDC)  is  funded  entirely  with  general  fund.  Medicaid  reimbursements 

for  services  provided  at  MDC  are  first  used  to  repay  bond  debt  and  the  remaining  balance  is  deposited  in  the 

general  fund. 


Program  Funding  Table 

Disability  Services  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$         42,369,565 

34.3% 

$    44,920,363 

35.0% 

$   44,794,399 

35.0% 

02035  Mdc  Vocational 

49,405 

0.0% 

49,405 

0.0% 

49,405 

0.0% 

02 1 59  Handicapped  Telecommunications 

1,100,444 

0.9% 

1,240,408 

1.0% 

1,349,982 

1.1% 

02475  Ddp  Training  Fund 

181 

0.0% 

181 

0.0% 

181 

0.0% 

02698  69010-Prevention&Stabilization 

- 

- 

499,405 

0.4% 

499,405 

0.4% 

03024  Soc  Sec  -  Trust  Funds 

185,214 

0.1% 

185,214 

0.1% 

185,214 

0.1% 

03554  84.169  -  Independent  Living  90 

275,892 

0.2% 

284,905 

0.2% 

284,795 

0.2% 

03555  84. 1 77  -  Indep  Living  Old  Blin 

275,227 

0.2% 

239,888 

0.2% 

239,686 

0.2% 

03556  84.181  -  Part  H  -  Early  Interv 

1,797,210 

1.5% 

1,797,210 

1.4% 

1,797,210 

1 .4% 

03557  84.187  -  Vic  Sup  Employment 

186,423 

0.2% 

186,423 

0.1% 

186,423 

0.1% 

03558  84.224  -  Mon  Tech  100% 

332,778 

0.3% 

332,778 

0.3% 

332,778 

0.3% 

03559  84.265  -  In  Service  Training  9 

41,879 

0.0% 

41,788 

0.0% 

41,792 

0.0% 

03579  93.667  -  Ssbg  -  Benefits 

4,095,771 

3.3% 

4,095,771 

3.2% 

4,095,771 

3.2% 

03580  6901-93.778  -  Med  Adm  50% 

397,742 

0.3% 

397,742 

0.3% 

397,742 

0.3% 

03583  93.778  -  Med  Ben  Fmap 

56,103,329 

45.4% 

55,091,794 

43.0% 

54,668,820 

42.7% 

03588  93.802  -  Disabil  Deter  Adm  100 

4,159,230 

3.4% 

4,509,796 

3.5% 

4,560,319 

3.6% 

03599  03  Indirect  Activity  Prog  10 

2,321,600 

1.9% 

3,961,263 

3.1% 

3,862,075 

3.0% 

03604  84.126 -Rehab-Seel  10  A  78.7% 

10.001.853 

8.1% 

10,431.134 

8.1% 

10,695,766 

8.4% 

Grand  Total 

$        123,693,743 

100.0% 

$  128,265,468 

100.0% 

$128,041,763 

100.0% 

The  single  largest  source  of  funding  for  the  division  is  Medicaid  benefit  reimbursements  that  provide  43  percent  of  the 
division  funding.  Other  than  the  general  fund,  no  other  funding  source  provides  more  than  10  percent  of  the  funding  for 
the  division. 


Bed  Day  Utilization  Fee 

HB  722  from  the  2003  session  imposed  a  utilization  fee  on  resident  bed  days  of  intermediate  care  facilities  for  the 

mentally  retarded  (ICF/MR).   The  fee  imposed  was  equal  to  5  percent  of  the  facility's  quarterly  revenue,  divided  by  the 

resident  bed  days  for  the  quarter.     This  fee  becomes  part  of  the  operating  costs  of  the  facility  and  is  Medicaid 

reimbursable.  The  proceeds  (Medicaid  reimbursement)  of  the  utilization  fee  are  deposited  30  percent  in  the  general  fund 

and   70   percent   in  the   state   special   revenue   fund 

(prevention   and   stabilization   fund)    for  use   by   the 

department.  Funding  to  pay  the  utilization  in  the  current 

biennium  was  appropriated  in  HB  722.    This  funding 

was  not  included  in  the  base  budget  for  the  division. 

The  executive  requests  $1.6  million  general  fund  for  the 

biennium  to  pay  bed  utilization  fees.      Because  the 

general  fund  receives  30  percent  of  the  proceeds  from 

the  utilization  fee  the  net  general  fund  impact  is  zero. 

LC0287  proposes  increasing  the  utilization  fee  from  five 

to  six  percent. 

Biennial  Budget  Comparison 

Figure  42  compares  the  budget  request  for  the  2007 
biennium  to  the  2005  biennium.  General  fund  support  for  the  division  increases  5  percent  due  to  increases  in  the  state 
match  required  for  Medicaid  expenditures  and  requests  for  increased  general  fund  to  serve  individuals  on  the  waiting  list 
for  services.  State  special  revenue  support  increases  53  percent  because  the  executive  requests  continuation  of  the 
diversion  of  a  portion  of  the  tobacco  settlement  proceeds  to  support  extended  employment  and  independent  living  services 
for  disabled  individuals.   These  funds  were  provided  via  SB  485  of  the  2003  session  and  were  not  included  in  the  base 
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Figure  42 

2005  Biennium  Compared  to  2007  Biennium 

Disabil 

ty  Services  Di 

vision 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Change 

Incr/Decr 

FTE 

541.42 

501.77 

(39.65) 

Personal  Services 

$45,026,963 

$41,531,238 

16.2% 

($3,495,725) 

-7.8% 

Operating 

15.111,810 

17,986.497 

7.0% 

2.874,687 

19.0% 

Equipment 

87,988 

156,266 

0.1% 

68,278 

77.6% 

Benefits&Claims 

189,703,581 

196,611,854 

76.7% 

6,908,273 

3.6% 

Debt  Service 

24.237 

21,376 

O0% 

(2,861) 

-U.8% 

Total  Costs 

$  249.954,579 

$  256,307,231 

100.0% 

$6,352,652 

80.7% 

General  Fund 

$85,308,210 

$89,714,762 

35.0% 

$4,406,552 

5.2% 

State  Special 

2,404,626 

3,688,372 

1.4% 

1,283,746 

53.4% 

Federal  Funds 

162,241,743 

162.904.097 

63.6% 

662,354 

04% 

Total  Funds 

$249,954,579 

$256,307,231 

100.0% 

$6,352,652 

ZS% 
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budget  for  the  2007  biennium.  The  provisions  of  SB  485  terminate  on  June  30,  2005.  Federal  funds  supporting  the 
division  increase  less  than  one  percent  between  the  two  biennia. 

Personal  services  costs  decrease  almost  8  percent,  primarily  due  to  the  movement  of  individuals  from  institutional  to 
community  services  and  the  related  reduction  in  staffing  at  the  institution.  Operating  costs  increase  1 9  percent  primarily 
due  to  the  bed  tax  implemented  via  HB  722  of  the  2003  session.  Benefit  costs  increases  of  about  4  percent  are  related  to 
the  movement  of  individuals  from  the  institution  and  waiting  list  to  community  services. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

-      -                           -   -       Fiscp'  "* 

pic/tai  in/n 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

(196,641) 

(150,318) 

Vacancy  Savings 

(902,404) 

(904,247) 

Inflation/Deflation 

19,166 

13,411 

Fixed  Costs 

(55,298) 

(32.985) 

Total  Statewide  Present  Law  Adjustments 

($1,135,177) 

($1,074,139) 

DP  25  -  FMAP  Enhancement  Adjustment 

0.00          1,726,793 

0 

(1,726,793) 

0 

0.00 

1,726,793 

0 

(1,726,793) 

0 

DP  31  -  FMAP  Adjustment  -  Developmental  Disabiliti 

es 

0.00          1,140,119 

0 

(1,140,119) 

0 

0.00 

1,561,844 

0 

(1,561,844) 

ii 

DP  40  -  Closure  of  Eastmont  Human  Services  Center 

0.00          (284,530) 

0 

0 

(284,530) 

0.00 

(284,362) 

0 

0 

(284,362) 

DP  47  -  Montana  Developmental  Center  Base  Adjustrr 

ents 

0.00            593,130 

0 

0 

593,130 

0.00 

524,330 

0 

0 

524,330 

DP  52  -  Rent  Increases 

0.00               13,420 

0 

31,580 

45,000 

0.00 

17,488 

0 

41,524 

59,012 

DP  59  -  Vocational  Rehabilitation  Tuition  Increases 

0.00              67,794 

0 

250,490 

318,284 

0.00 

138,301 

0 

510,998 

649,299 

DP  64  -  Montana  Developmental  Center  Replacement 

Equipment 

0.00               51,000 

0 

0 

51,000 

0.00 

36,000 

0 

0 

36,000 

DP  92  -  Montana  Telecommunications  Access  Program  Increase 

0.00                        0 

244,448 

0 

244,448 

0.00 

0 

353,470 

0 

353,470 

DP  109  -  Montana  Telecommunications  Access  Program  Decrease 

0.00                        0 

(100,000) 

0 

(100,000) 

0.00 

0 

(100,000) 

0 

(100,000) 

DP  135  -  Disability  Determination  Services  Base  Adjustment 

0.00                      0 

0 

102,816 

102,816 

0.00 

0 

0 

153,569 

153.569 

DP  9999  -  Statewide  FTE  Reduction 

(4.95)           (120,677) 

0 

0 

(120,677) 

(4.65) 

(115,076) 

0 

0 

(115,076) 

Total  Other  Present  Law  Adjustments 

(4.95)        $3,187,049 

$144,448 

($2,482,026) 

$849,471 

(4.65) 

$3,605318 

$253,470 

($2^82,546) 

$1,276,242 

Grand  Total  All  Present  Law  Adjustments 

($285,706) 

$202,103 

DP  25  -  FMAP  Enhancement  Adjustment  - 

The  executive  requests  an  increase 

of  approximately  $3.5  million  general  fund 

and  an  offsetting  decrease  of  federal  funds  for  the  biennium  to  reflect  the  discontinuation  of  an  enhanced  Federal  Medical 
Assistance  Percentage  (FMAP)  rate.  The  federal  Jobs  and  Growth  Tax  Relief  Reconciliation  Act  provided  a  short-term 
enhanced  FMAP  rate  that  resulted  in  an  increase  in  federal  funds  and  decrease  in  state  funds  of  about  three  percent  in  the 
base  year. 
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DP  31  -  FMAP  Adjustment  -  Developmental  Disabilities  -  The  executive  requests  an  increase  in  general  fund  of  about 
$2.7  million  for  the  biennium  with  an  offsetting  decrease  in  federal  funds  due  to  projected  decreases  in  the  FMAP  rates 
for  FY  2006  and  FY  2007. 


LFD 
COMMENT 


Please  refer  to  the  agency  narrative  for  a  discussion  of  the  federal  Medicaid  matching  rates. 


DP  40  -  Closure  of  Eastmont  Human  Services  Center  -  This  decision  package  requests  a  general  fund  reduction  of 
$568,892  for  the  biennium  to  reflect  the  closure  of  the  Eastern  Montana  Human  Services  Center  (Eastmont)  in  Glendive. 
HB  727  from  the  2003  legislative  session  provided  for  the  closure  of  Eastmont  by  December  3 1 ,  2003  and  transfer  of  the 
facility  to  the  Department  of  Corrections.  Some  employees  of  Eastmont  transferred  to  the  facility  in  Boulder  and  the 
remaining  individuals'  employment  with  the  state  was  discontinued.  Residents  of  the  facility  were  moved  to  community 
group  homes  or  to  the  Montana  Developmental  Center  in  Boulder.  No  FTE  reductions  are  reflected  in  this  decision 
package  because  at  the  time  the  personal  services  snapshot  used  to  develop  the  2007  biennium  budget  was  completed,  no 
FTE  remained  budgeted  for  Eastmont. 

DP  47  -  Montana  Developmental  Center  Base  Adjustments  -  The  executive  requests  $1,117,460  general  fund  for  the 
biennium  for  holidays  worked,  overtime  and  differential  pay,  and  employer  paid  benefits,  which  are  not  included  in  the 
base  budget. 


Actual  FY  2004  expenditures  in  these  categories  were  $780,643  for  overtime,  $4,408  for  differential  pay,  and 
$180,205  for  holidays  worked  or  a  total  of  $965,256  without  the  costs  of  mandatory  employee  benefits  such  as 
social  security  and  Medicare  tax.  The  amount  requested  in  this  decision  package  for  the  biennium  appears  to  be 
about  the  same  amount  that  was  expended  in  just  one  year,  FY  2004. 


LED 
ISSUE 


Program  staff  indicated  that  efforts  are  underway  to  review  the  causes  of  overtime  usage  and  determine  how  overtime 
costs  might  be  avoided  or  minimized.  However,  program  staff  is  not  confident  that  overtime,  differential  pay,  holidays 
worked,  and  related  costs  can  be  reduced  to  the  level  anticipated  in  the  2007  biennium  budget,  and  is  concerned  that  the 
budget  request  for  these  items  was  understated.  The  legislature  may  wish  to  have  the  program  review  its  plans  for 
decreasing  overtime  costs  and  funding  overtime  costs  in  excess  of  the  budget  request,  if  that  should  occur. 


DP  52  -  Rent  Increases  -  The  executive  requests  $30,908  of  general  fund  and  $104,012  federal  funds  for  the  biennium  to 
support  increases  in  rental  costs  at  ten  Developmental  Disability  and  Vocational  Rehabilitation  field  offices. 

DP  59  -  Vocational  Rehabilitation  Tuition  Increases  -  The  executive  requests  $206,095  general  fund  and  $967,583  total 
funds  for  the  biennium  to  support  increased  tuition  costs.  This  is  an  increase  of  8.2  percent  between  the  FY  2004  base  and 
FY  2006  and  16.7  percent  between  the  FY  2004  base  and  FY  2007.  The  department  estimates  that  tuition  has  and  will 
increase  about  4  percent  per  year.  However,  more  than  4  percent  per  year  is  requested  because  no  increase  for  tuition  costs 
was  included  in  the  2005  biennium  budget. 
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Figure  43  illustrates  the  average  in-state  resident  tuition  and  percentage  increase  between  FY  2000  and 
FY  2007  based  upon  actual  and  anticipated  (four  percent  per  year  assumed  in  each  year  of  the  2007 
biennium)  increases  in  tuition.  As  the  figure  illustrates,  the  compound  rate  of  increase  between  FY  2004 
and  FY  2007  estimated  tuition  rates  is  7.3  percent  per  year. 


Ill) 
ISSUE 


Figure  44  provides  estimates  of  the  costs  of  tuition  increases  for  the 

program.    A  4  percent  compounded  rate  of  increase  from  FY  2004 

through  2007  equates  to  an  increase  of  $801,404  total  funds  for  the 

2007  biennium.  A  7.3  percent  compounded  rate  of  increase  from  FY 

2004  through  2007  equates  to  an  increase  of  $1,501,022  total  funds 

for  the  2007  biennium.  The  executive  budget  includes  a  request  for 

$967,583  total  funds  for  the  2007  biennium  for  tuition  increases. 

The  legislature  may  wish  to  adjust  the  funding  in  this  decision 

package  to  reflect  an  increase  of  4  percent  compounded  as  described 

in  the  executive  request  or  7.3  percent  compounded,  which  would  allow  the  program  to  keep  pace  with  actual  and 

anticipated  increases  in  tuition  costs.  Vocational  Rehabilitation  costs  are  funded  on  a  ratio  of  21  percent  state  funds,  79 

percent  federal  funds. 


Figure  43 

Montana  University  System 

Average 

Percent 

Compound 

Year 

Tuition 

Change 

Rate  of  Change 

FY  2000 

$2,124.93 

FY  2001 

2,203 

3.7% 

FY  2002 

2,464 

11.8% 

FY  2003 

2,757 

11.9% 

FY  2004 

3,060 

11.0% 

11.0% 

FY  2005  Projected 

3,375 

10.3% 

10.6% 

FY  2006  Estimated 

3,510 

4.0% 

8.4% 

FY  2007  Estimated 

3,650 

4.0% 

7.3% 

Figure  44 

Vocational  Rehabilitation 

Tuition  Increase 

Year 

Tuition 
Dollars 

4%  per 
Yr.  Incr. 

Incr.  Over 
FY  2004  Base 

7.3%  per 
Yr.  Incr. 

Incr.  Over 
FY  2004  Base 

FY  04  Base              $3,881,568 

FY  05 

FY06 

FY07 

Increase  for  12007  Biennium 

$4,036,831 
4,198,304 
4,366,236 

$316,736 

484,668 

$801,404 

$4,164,923 
4,468,962 
4,795,196 

$587,394 

913,628 

$1,501,022 

DP  64  -  Montana  Developmental  Center  Replacement  Equipment  -  The  executive  requests  $87,000  of  general  fund  for  the 
biennium  to  replace  equipment  used  in  providing  services  to  individuals  who  reside  at  the  Montana  Developmental 
Center.  MDC  proposes  replacing  one  service  truck  and  two  passenger  vans.  Two  of  the  passenger  vans  (which  are  used 
only  for  on  campus  transportation)  have  more  than  100,000  miles  and  the  other  two  passenger  vans  (which  are  used  to 
transport  clients  off  campus)  have  in  excess  of  90,000  miles  each. 

DP  92  -  Montana  Telecommunications  Access  Program  Increase  -  The  executive  requests  an  increase  of  about  $600,000 
for  the  biennium  from  the  handicapped  telecommunications  state  special  revenue  fund.  The  increase  in  funding  would 
support  a  projected  expansion  in  usage  of  the  captioned  telephone  service  by  individuals  with  hearing  and  speech 
impairments.  The  projected  usage  of  captioned  telephone  service  is  offset  in  part  by  an  anticipated  decrease  in  the  usage 
of  traditional  relay  services. 
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Montana  Telecommunications  Access  Program 

The  Montana  Telecommunications  Access  Program  (MTAP)  is  administered  as  part  of  the  Vocational 
Rehabilitation  section  of  the  division.  MTAP  is  supported  by  revenue  derived  from  the  imposition  of  a  fee  of  10  cents 
per  telephone  line.  MTAP  provides,  free  of  charge,  equipment  to  individuals  that  are  deaf  and  blind,  deaf,  hard-of- 
hearing,  speech  impaired  or  mobility  impaired,  and  whose  income  is  less  than  250  percent  of  the  federal  poverty  level. 
MTAP  also  pays  a  per  minute  charge  on  behalf  of  users  of  telecommunications  relay  services. 

Figure  45  displays  the  historical  revenue  and  expenditure  levels  for  MTAP.  Historically,  revenues  have  not  always 
kept  pace  with  expenditures,  and  maintaining  structural  balance  within  the  fund  has  been  an  issue  of  concern.  The 
budget  proposed  by  the  executive  utilizes  decreases  in  advertising  and  traditional  relay  costs  to  offset  anticipated 
increases  in  the  number  of  users  of  captioned  telephones  and  associated  relay  costs.  The  executive  budget  assumes  that 
1 1  new  captioned  telephones  are  distributed  each  month  and  that  the  costs  of  captioned  relay  costs  decrease  from  $1.61 
per  minute  to  $1.40  per  minute  effective  July  1,  2005.  The  budget  request  also  assumes  that  the  usage  of  traditional 
relay  costs  declines  as  more  captioned  telephones  are  placed  in  use.  Depending  upon  whether  or  not  and  which  of  these 
assumptions  proves  to  be  an  accurate  estimation  of  future  costs,  the  costs  of  the  program  could  be  either  understated  or 
overstated. 


While  federal  regulation  requires  the  provision  of 
relay  services,  it  does  not  require  that  equipment 
be  provided.  However,  Montana  has  chosen  to  do 
so  and  in  FY  2004  the  program  expended 
$132,654  for  equipment.  The  legislature  may  wish 
to  clarify  statutory  provisions  governing  this 
program  related  to  the  sustenance  of  the  program 
within  the  revenues  generated  by  the  tax  allocated 
to  it.  The  legislature  may  wish  to  direct  the 
department  to  reduce  non-mandatory  expenditures 
in  the  event  revenues  fall  below  anticipated  levels 
or  mandatory  expenditures  exceed  anticipated 
level,  so  that  the  program  remains  structurally 
balanced  and  expenditures  do  not  exceed 
revenues. 


Figure  45 


Handicapped  Telecommunications  Fund, 
Summary  of  Revenues  and  Expenditures 
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DP  109  -  Montana  Telecommunications  Access  Program  Decrease  -  The  executive  proposes  reducing  operating  expenses 
of  the  MTAP  program  by  $200,000  state  special  revenue  for  the  biennium.  Operating  costs  reductions  would  be  achieved 
by  the  cancellation  of  a  contract  for  public  relations  and  advertising.  After  this  reduction,  the  program  would  have 
ongoing  funding  of  $30,000  per  year  in  its  budget  to  provide  public  relations,  advertising,  and  program  outreach  through 
efforts  such  as  a  web  page,  newsletter,  trade  publications,  senior  fairs  and  limited  radio  and  television  advertising. 


DP  135  -  Disability  Determination  Services  Base  Adjustment  -  The  executive  requests  a  $256,385  increase  in  federal 
funds  for  the  biennium  for  Disability  Determination  Services  workload  increases.  These  increases  include:  overtime, 
medical  consultant  contracts,  rent,  and  claimant  travel. 
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The  estimated  overtime  cost  included  in  this  decision  package  is  $10,355  per  year.  Actual  overtime 
costs  in  the  base  year  were  $2,761 .  Disability  Determination  Service  anticipated  that  overtime  costs  will 
increase  due  to  the  change  to  a  new  paperless  system.    It  is  important  that  claims  be  processed  in  a 

timely  manner  so  that  applicants  receive  benefits  promptly  and  because  this  is  one  of  the  measures  the  Social  Security 

Administration  uses  to  evaluate  programs. 


DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  an  FTE  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  This  4.65  FTE  and  $236,000  general  fund  per  biennium  are  removed  from  the 
budget  permanently. 

This  decision  package  reduces  funding  for  personal  services  by  $235,753  general  fund  to  reflect  the  across  the  board 
personal  service  reduction  included  in  the  2005  biennium  budget  by  the  legislature. 


:  Perspectives,  Volume  1  for  a  discussion  of  this  reduction. 

1  III) 

Please  refer  to  the  Statewide 

1  COMMENT 

New  Proposals 

New  Proposals 

General               Slate 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  3  -  Continuation  of  PSA  for  Independent  Living  (Requires  Legislation) 

10               0.00                        0              228,766 

0 

228,766 

0.00 

0 

228,766 

0 

228,766 

DP  1 0  -  Continuation  of  PSA  for  Extended  Employment  (Requires 

Legislation) 

10              0.00                       0             270,639 

0 

270,639 

0.00 

0 

270,639 

0 

270,639 

DP  39  -  Movement  to  Community  Services 

10          (35.00)           (171,846)                        0 

1 ,604,871 

1,433,025 

(35.00) 

(786,731) 

0 

1,508,243 

721,512 

DP  83  -  Wait  List  Reduction 

10              0.00             326,138                       0 

798,863 

1,125,001 

0.00 

335,700 

0 

789,300 

1.125,000 

DP  149  -  Developmental  Disabilities  Program  -  Fed  Authority 

10              0.00                       0                       0 

1,000,000 

1,000,000 

0.00 

0 

0 

1,000,000 

1,000,000 

DP  168 -Bed  Tax  Funding 

10              0.00             800,000                       0 

0 

800,000 

0.00 

800,000 

0 

0 

800,000 

Total          (35.00)           $954,292           $499,405 

$3,403,734 

$4,857,431 

(35.00) 

$348,969 

$499,405 

$3,297,543 

$4, 145,9 17 

DP  3  -  Continuation  of  PSA  for  Independent  Living  ( 

Requires 

Legislation) 

-  The  executive  re< 

juests  continuation  of 

$457,532  state  special  revenue  for  the  biennium  to  support  independent  living  services  for  disabled  individuals.  The 
funding  to  support  this  request  is  from  the  prevention  and  stabilization  fund  created  by  the  diversion  of  tobacco  settlement 
proceeds  as  authorized  by  SB  485  of  the  2003  legislative  session.  The  provisions  of  SB  485  terminate  on  June  30,  2005. 


DP  1 0  -  Continuation  of  PSA  for  Extended  Employment  (Requires  Legislation)  -  The  executive  requests  continuation  of 
$541,278  state  special  revenue  for  the  biennium  to  support  extended  employment  services.  The  funding  to  support  this 
request  is  from  the  prevention  and  stabilization  fund  created  by  the  diversion  of  tobacco  settlement  proceeds  as  authorized 
by  SB  485  of  the  2003  legislative  session.  The  provisions  of  SB  485  terminate  on  June  30,  2005. 
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DP  39  -  Movement  to  Community  Services  -  The  executive  requests  a  reduction  of  $939,379  general  fund  and  an  increase 
of  $3,113,114  in  federal  funds  for  the  biennium  to  serve  26  individuals  from  the  Montana  Developmental  Center  in 
community  services.  As  a  result  of  the  Travis  P.  lawsuit,  which  was  settled  in  February  2004,  the  department  proposes 
moving  individuals  from  the  state  institution  to  community  placements.  This  requests  includes  $500,000  of  general  fund 
one-time-only  funding  in  FY  2006  to  fund  start-up  costs  for  construction  of  five  group  homes. 


LID 
ISSUE 


Figure  46  summarizes  the  costs  and  funding  requested  by  the  executive  in  the  decision  package  titled 
"Movement  to  Community  Services".  This  decision  package  requests  funding  to  move  52  individuals  (during 
the  biennium)  from  the  institution  to  community  services  and  to  comply  with  requirements  of  the  settlement 

agreement  in  the  lawsuit  commonly  known  as  Travis  P.     As  illustrated  in  the  figure,  this  decision  package  includes 

funding  for  six  items  and  an  offsetting  reduction  in  general  fund  support  for  the  institution. 


Figure  46 

Summary  of  Costs  Included  in  Movement  to  Community 

Decision  Package,  2007  Biennium  Budget  Request 

FY  06  Total 

FY  06  General    FY  06  Federal 

FY  07  Total    FY  07  General    FY  07  Federal 

2007  Biennium 

Description 

Funds 

Fund                  Funds 

Funds                Fund 

Funds 

General  Fund 

Fed.  Funds 

Benefits  &  Claims 

$1,950,000 

$565,305         $1,384,695 

$1,950,000            $581,880 

$1,368,120 

$1,147,185 

$2,752,815 

Crisis  Fund 

200,000 

120,600                79,400 

200,000              120,600 

79,400 

241,200 

158,800 

Case  Managers* 

96,000 

40.579                55,421 

96,000                41,232 

54,768 

81,811 

110,189 

Training  Funds 

200,000 

120,600                79,400 

0                         0 

0 

120.600 

79.400 

Construction  Start-up* 

500.000 

500,000                          0 

0                         0 

0 

500,000 

0 

Consultants 

15,000 

9,045                  5,955 

1 5,000                  9,045 

5,955 

18.090 

11.910 

Subtotal 

2.961,000 

1,356,129           1.604,871 

2,261.000              752,757 

1.508,243 

2,108,886 

3,113,114 

Projected  MDC  Savings 
Funding  Requested 

(1,527,975) 
$1,433.025 

(1,527,975) 

($171,846)        $1,604,871 

(1,539,488)         (1,539,488) 
$721.512           ($786,731) 

- 

(3.067,463) 
($958,577) 

- 

$1,508,243 

$3,113.114 

General  Fund  Revenue* 

915,182 

915,182                       0 

940,099              940,099 

0 

1,855,281 

0 

Net  General  Fund  Decrease 

($743,336) 

($153,368) 

($896.704) 

♦Notes 

This  request  includes  2.0  FTE  contracted  case 

managers. 

This  request  includes  $500,000  general  fund  to  be  used  as  grants  for  start-up  costs  of  new  group  homes. 

DPHHS  projected  decrease  in 

general  fund  revenue  from  reimbursement  for  institutional  costs  (primarily  Medicaid  reimbursement). 

The  legislature  may  wish  to  consider  the  following  issues  related  to  this  decision  package. 

1)  Rather  than  request  additional  FTE  this  decision  package  proposes  hiring  2.0  FTE  case  managers  under 
contract.  Does  the  legislature  wish  to  add  case  managers  to  the  DD  system? 

2)  This  decision  package  includes  a  request  for  $200,000  per  year  ($400,000)  for  the  biennium  to  fund  a  crisis 
fund  as  required  under  the  Travis  P.  settlement  agreement.  Poes  the  legislature  wish  to  fund  this  item  in 
addition  the  base  level  of  funding  for  the  service  delivery  system  or  should  this  funding  be  set  aside  from  the 
funding  already  provided  to  the  department? 

3)  The  legislature  may  wish  to  establish  restricted,  one-time-only  appropriations  for  items  such  as  crisis  funds, 
training  funds,  and  construction  start-up  funds,  so  that  these  cannot  be  used  for  other  purposes  and  do  not 
become  part  of  the  base  budget  for  the  next  biennium. 

4)  Given  that  the  settlement  agreement  in  the  Travis  P.  case  prohibits  the  department  from  funding  congregate 
living  settings  for  more  than  eight  individuals,  and  the  national  trend  toward  smaller  and  more  individualized 
service  settings,  the  legislature  may  wish  to  consider  whether  development  of  additional  group  homes  is 
desirable  or  if  other  types  of  living  settings  should  be  developed. 

Individuals  eligible  for  supplemental  security  income  who  reside  in  community  residential  settings  are  also  eligible  to 
receive  a  state  supplement.  The  funding  necessary  to  provide  the  state  supplement  for  the  52  individuals  that  disability 
services  plans  to  move  from  institutional  to  community  settings  is  not  included  in  the  budget  request  of  either  the  Senior 
and  Long  Term  Care  or  Pisability  Services  Pivisions.  The  legislature  may  wish  to: 

•  Specify  that  the  Pisability  Services  Pivision  fund  these  costs  within  the  funding  allocated  to  that  division 

•  Provide  an  appropriation  for  this  purpose  to  the  Senior  and  Long  Term  Care  Pivision,  which  normally  funds  state 
supplemental  payments 
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DP  83  -  Wait  List  Reduction  -  This  request  is  for  approximately  $660,000  of  general  fund  and  $1.6  million  of  federal 
funds  for  the  biennium  to  move  1 5  individuals  off  the  developmental  disabilities  waiting  list. 


Please  refer  to  the  program  narrative  for  a  discussion  of  the  developmental  disabilities  service  delivery 
system  and  related  issues. 


DP  149  -  Developmental  Disabilities  Program  -  Fed  Authority  -  The  executive  requests  $2  million  federal  funds  for  the 
biennium  to  capture  increases  in  federal  grants  and  to  maximize  the  federal  funds  obtained  with  the  general  fund 
supporting  the  home  and  community  based  waiver.  This  waiver  is  used  to  fund  services  to  individuals  with 
developmental  disabilities.  The  federal  funds  would  not  require  any  future  commitment  of  general  fund  dollars. 


LI  1) 
ISSUE 


The  legislature  may  wish  to  follow  the  practice  established  during  the  2003  legislature  and  appropriate 
requested  federal  authority  with  unspecified  usage  to  the  director's  office,  policy  and  planning  unit.  This 
action  would  centralize  the  appropriation  of  such  funds  at  the  agency  level,  and  provide  the  policy  and 
planning  unit,  which  also  oversees  refinancing  efforts,  with  oversight. 


DP  168  -  Bed  Tax  Funding  -  This  request  is  to  provide  $1.6  million  in  general  fund  over  the  biennium  for  the  Montana 
Developmental  Center  to  pay  the  bed  tax  enacted  by  HB  722  of  the  2003  Session.  This  proposal  is  revenue  neutral  as  a 
like  amount  will  be  deposited  in  the  general  fund. 


LED 
|  COMMENT 

Please  refer  to  the  funding  section  of  the  program  narrative  for  a  discussion  on  the  bed  utilization 
fee  passed  and  approved  by  the  2003  Legislature. 

Language 

The  Travis  P.  lawsuit  was  settled  on  February  5,  2004  through  mediation.  The  terms  of  the  settlement  agreement  between 
the  executive  branch  and  the  plaintiffs  require  the  department  to  move  at  least  45  individuals  from  the  Montana 
Developmental  Center  (MDC)  into  community  services  by  December  2007.  The  Disability  Services  Division  FY  2006 
budget  includes  $500,0000  of  general  fund  one-time-only  funding  to  construct  five  group  homes.  The  $500,000  would 
allow  for  start-up  costs  for  the  group  home  construction  to  implement  the  movement  in  FY  2008  of  the  last  20  individuals 
who  have  intensive  medical  needs  from  MDC  to  community  services.  The  department  would  provide  one-time-only 
grants  for  providers  to  use  in  the  construction  of  the  new  group  homes  for  the  care  of  these  individuals. 


LID 
ISSUE 


Please  refer  to  the  narrative  above  for  a  discussion  of  start-up  funds,  development  of  additional  groups 
homes,  and  issues  related  to  the  movement  of  individuals  to  community  services. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

52.00 

(0.75) 

17.00 

68.25 

(0.75) 

17.00 

68.25 

68.25 

Personal  Services 

Operating  Expenses 

Grants 

Benefits  &  Claims 

Transfers 

2,291,742 

5,809,215 

19 

347,662,820 

0 

210,123 

188,641 

0 

62,855,451 

0 

794,042 

1,939,314 

597,918 

29,582,279 

0 

3,295,907 

7,937,170 

597,937 

440,100,550 

0 

208,855 

189,632 

0 

91,436,630 

0 

791,854 

1,995,330 

1,304,061 

32,752,853 

0 

3,292,451 

7,994,177 

1,304,080 

471,852,303 

0 

6,588,358 

15,931,347 

1,902,017 

911,952,853 

0 

Debt  Service 

2,282 

0 

0 

2,282 

0 

0 

2,282 

4,564 

Total  Costs 

$355,766,078 

$63,254,215 

$32,913,553 

$451,933,846 

$91,835,117 

$36,844,098 

$484,445,293 

$936379,139 

General  Fund 
State/Other  Special 
Federal  Special 

71,665,419 

5,428,379 

278,672,280 

26,095,143 

2,213,254 

34,945,818 

(316,873) 
10,721,994 
22,508,432 

97,443,689 

18,363,627 

336,126,530 

34,406,536 

2,726,406 

54,702,175 

(137,313) 
11,202,797 
25,778,614 

105,934,642 

19,357,582 

359,153,069 

203,378,331 

37,721,209 

695,279,599 

Total  Funds 

$355,766,078 

$63,254,215 

$32,913,553 

$451,933,846 

$91,835,117 

$36,844,098 

$484,445,293 

$936379,139 

Program  Description 

The  Health  Resources  Division  (HRD)  administers  Medicaid  primary  care  services,  children's  mental  health  services,  the 
Children's  Health  Insurance  Program  (CHIP),  and  children's  special  health  services.  The  purpose  of  the  division  is  to 
improve  and  protect  the  health  and  safety  of  Montanans.  The  division  provides  a  wide  range  of  preventive,  primary,  and 
acute  care  services  to  individuals  and  communities.  Services  are  provided  through  a  broad  range  of  private  and  public 
providers,  including  physicians,  public  health  departments,  clinics,  and  hospitals. 

Acute  and  primary  care  services  are  provided  through  the  Medicaid  program  and  CHIP  and  services  for  children  with 
special  health  care  needs.  The  division  contracts  with  over  700  nonprofit  providers  for  the  delivery  of  health  care 
services.  Medicaid  is  a  voluntary  state/federal  partnership  to  provide  and  finance  these  services  to  the  aged,  blind, 
disabled,  or  low-income  families. 

The  division  administers  CHIP  as  a  separate  health  insurance  program  and  contracts  with  an  insurance  plan  to  provide 
medical  services.  CHIP  dental  and  eyeglasses  benefits  are  administered  by  the  department. 

Program  Highlights 


Health  Resources  Division  (HRD) 
Major  Budget  Highlights 


Medicaid  caseload  and  service  utilization  changes  add  $150  million, 
including  $29  million  general  fund 

Medicaid  matching  rates  changes  add  $30  million  general  fund  and 
reduce  federal  funds  by  a  like  amount 

•  $15  million  is  due  to  the  termination  of  the  temporary  2.95 
percent  federal  match  rate  increase  in  FY  2004 

•  $15  million  is  due  to  annual  changes  in  federal  Medicaid 
match  rates  based  on  changes  in  each  state's  per  capita  income 
compared  to  national  per  capita 

Executive  proposal  increases  CHIP  funding  nearly  $5  million  over  FY 
2004  base  budget  expenditures 

•  Executive  budget  shifts  CHIP   state  match  from  tobacco 
settlement   funds  to  private  donations   and  also   increases 
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general  fund  match  by  $1  million  annually  above  the  FY  2004 
base  budget 

•  Executive  used  donations  as  a  "place  holder"  in  anticipation  of 
passage  of  1-149  ($1  per  pack  cigarette  tax  increase)  and 
anticipated  that  increased  cigarette  tax  revenue  would  fund  the 
CHIP  match 

•  Executive  budget  includes  an  annual  10  percent  premium 
increase  in  CHIP  coverage,  the  first  time  that  such  increases 
have  been  included  in  the  budget 

Funding  for  17.00  new  FTE 

•  7.00  FTE  to  help  develop  a  children's  system  of  care 

•  5.00  FTE  for  children's  mental  health  regional  representation 

•  5.00  FTE  for  analysis  of  Medicaid  program  costs  and 
management  of  the  passport  and  pharmacy  programs 


Major  LFD  Issues 


State  match  for  CHIP  heavily  reliant  on  private  donations,  which  are 
not  likely  to  materialize 

•  Implied  executive  policy  to  fund  CHIP  state  match  with  new 
$1  per  pack  cigarette  tax  does  not  comply  with  statutory 
requirement  that  the  new  tax  proceeds  be  used  to  fund  CHIP 
enrollment  "above  existing  levels" 

The  option  for  HRD  administration  of  CHIP  rather  than  a  contractor, 
which  involves: 

•  State  assumption  of  some  level  of  financial  risk 

•  Funding  for  additional  FTE  and  contracted  costs  to  pay  claims 

•  Discontinuation  of  contracting  with  a  private  company  to 
administer  services 

•  Depending  on  cost  comparison,  potential  ability  to  cover 
additional  children  at  less  cost  per  child 

Lack  of  timely  or  no  response  for  information  requests  about  the 
executive  budget  request 

Some  of  the  major  LFD  issues  related  to  the  HRD  budget  request  are 
discussed  in  the  DPHHS  overview  including: 

•  Impact  of  the  Medicare  Modernization  Act  (MMA)  on 
Medicaid  caseload  costs  due  to  increased  number  of  eligible 
persons  and  potential  cost  shift 

•  Impact  of  the  MMA  clawback  payment  to  the  federal 
government 

•  Increased  administrative  complexity  due  to  the  MMA 

•  Medicaid  redesign  issues 

•  Children's  system  of  care  issues 

•  Cost  increases  for  regular  Medicaid  state  plan  services 
associated  with  eligibility  expansion  for  developmentally 
disabled  and  physically  disabled  Medicaid  waiver  services,  as 
well  as  the  Medicaid  redesign  proposal  for  waiver  of  parental 
income  for  seriously  emotionally  disturbed  children  to  receive 
Medicaid  services 
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Program  Narrative 

The  HRD  2007  biennium  budget  request  grows  $225  million  in  total  funds,  including  $60  million  general  fund,  above  the 
FY  2004  base  budget.  Almost  all  of  the  growth  is  in  the  Medicaid  services  budget.  Expenditures  for  Medicaid  and  CHIP 
services  are  98  percent  of  the  FY  2004  base  budget  and  decline  to  97  percent  in  the  2007  biennium.  The  Medicaid 
services  function  comprises  81  percent  of  the  total  division  budget  request  in  FY  2007,  while  children's  mental  health 
functions  are  14  percent  and  children's  health  chare  resources  are  5  percent 


Figure  46  shows  the  HRD  budget  request  by  major  function  and  service  compared  to  base  budget  expenditures. 
The  HRD  budget  proposal  did  not  allocate  Medicaid  caseload  and  state  matching  funding  changes  among  the  major 
Medicaid  services,  so  the  information  in  Figure  46  is  misleading  with  respect  to  changes  proposed  by  the  executive  for  the 
2007  biennium.    The  caseload  and  matching  fund  changes  for  most  of  the  Medicaid  services  is  allocated  to  hospital 
services,  overstating  changes  to  that  service  level  and  understating  changes  to  other  service  levels. 
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LFD 
ISSUE 


Lack  of  Information  -  LFD  staff  routinely  requests  information  from  state  agencies  and  the  Office  of 
Budget  and  Program  Planning  regarding  the  executive  budget  request.  Clarifying  the  executive  budget  is 
necessary  to  identify  policy  and  fiscal  issues,  as  well  as  programmatic  and  management  issues  for 
legislative  consideration.  This  process  also  gives  agency  staff  and  LFD  staff  the  opportunity  to  correct  errors,  both  in 
the  executive  and  legislative  analysis,  and  frame  a  discussion  of  issues  that  allows  the  legislature  to  be  more  productive. 

In  some  instances  LFD  information  requests  are  routine  and  clarify  the  request.  In  other  instances,  LFD  staff  requests 
can  be  complex  and  may  require  more  time  to  complete  than  is  available  prior  to  publication  of  the  budget  analysis. 
However,  one  of  the  most  important  goals  of  receiving  information  that  clarifies  the  executive  request  is  to  ensure  that 
the  LFD  analysis  centers  on  policy  issues  and  does  not  waste  the  legislature's  time  dealing  with  factual  issues  that  can 
be  resolved  and  cleared  up  prior  to  or  outside  of  legislative  meeting  time. 

LFD  staff  made  several  requests  for  information  regarding  the  HRD  budget  proposal,  most  of  which  were  routine  and 
would  have  provided  the  basis  upon  which  budget  requests  were  built  and  funded.  In  many  instances  information  was 
either  not  provided  or  the  information  was  provided  too  late  to  be  included  in  the  budget  analysis.  Additionally,  it 
should  be  noted  that  the  information  requested  is  public  information. 

While  staffing,  vacancy  issues,  and  workload  have  been  a  concern  for  the  division,  some  of  the  issues  related  to 
timeliness  of  information  availability  and  completeness  of  responses  are  due  to  the  lengthy  review  and  editing  process 
adopted  both  by  the  HRD,  and  in  some  instances  the  department.  In  some  instances,  for  example  the  allocation  of  the 
executive  request  among  Medicaid  services,  the  information  was  not  provided  even  though  it  seems  as  if  that 
information  should  have  existed  in  some  form  in  order  for  the  executive  budget  to  be  developed  and  that  providing  the 
information  should  be  a  fairly  routine  task  that  would  require  little  review.  The  same  observation  can  be  made  about 
information  requests  related  to  the  executive  proposal  to  expand  CHIP  mental  health  services. 

The  legislature  may  wish  to  ask  HRD  and  DPHHS  how  the  division  and  agency  can  address  staffing  issues  and  review 
and  edit  processes  in  order  to  facilitate  access  to  routine  information.  Actions  to  improve  both  parts  of  the  issue  will 
enhance  legislative  deliberations  and  help  the  legislature  focus  on  policy  issues  rather  than  issues  related  to  access  to 
information  related  to  budget  analysis.  Information  flow  processes  need  to  work  substantially  better  than  those  that 
existed  during  budget  analysis  if  LFD  staff  is  to  provide  timely  and  accurate  staff  work  for  the  legislature. 


Medicaid  Services 

Medicaid  services  administered  by  HRD  are  commonly  referred  to  as  "state  plan"  services,  meaning  that  all  Medicaid 
eligible  persons  are  eligible  for  state  plan  services,  which  include  services  such  as  hospital,  physician,  pharmacy,  dental, 
physical  therapy,  speech  therapy,  and  dental  services.  The  division  also  administers  children's  mental  health  services  and 
special  health  services  for  low-income  children. 

Medicaid  services  are  funded  by  a  combination  of  general  fund,  state  special  revenue,  and  federal  Medicaid  funds.  State 
special  revenue  includes  tobacco  settlement  revenues,  interest  income  from  the  tobacco  settlement  constitutional  trust 
fund,  and  payments  from  insurance  companies  for  Medicaid  eligible  persons  with  private  insurance.  The  executive 
budget  also  includes  a  proposal  to  divert  tobacco  settlement  funds  from  tobacco  prevention  and  control  to  fund  Medicaid 
matching  funds,  which  requires  legislation. 

Medicaid  funded  hospital  services  are  the  largest  expenditure  component  shown  in  base  budget  expenditures,  with  $100 
million  for  services  and  $30  million  in  additional  reimbursements  from  the  hospital  utilization  fee  imposed  by  HB  481 
approved  by  the  2003  Legislature  (15-66-102,  MCA).  Hospitals  proposed  the  fee,  which  was  approved  by  the  Centers  for 
Medicare  and  Medicaid  Services  (CMS).  The  fee  income  was  used  to  draw  down  additional  federal  Medicaid  matching 
funds  to  increase  Medicaid  payment  rates.  Figure  46  includes  these  payments  even  though  they  were  removed  from  the 
HRD  base  budget  as  a  one-time  expenditure,  since  the  utilization  fee  was  imposed  only  during  the  2005  biennium.  HRD 
is  proposing  that  the  fee  be  continued  and  has  requested  legislation  to  do  so  (LC  135). 
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Pharmacy  services  have  grown  rapidly  over  the  years,  projected  to  exceed  $100  million  annually  during  the  2005 
biennium.  However,  part  of  Medicaid  pharmacy  costs  are  offset  by  rebate  payments  made  by  drug  manufacturers  as  a 
condition  of  participating  in  the  Medicaid  program.  Pharmacy  costs  recorded  in  the  state  accounting  system  reflect  the  net 
of  expenditures  less  rebates.  Historically,  rebates  have  ranged  from  18  to  20  percent  of  total  pharmacy  costs. 


Ill) 
COMMENT 


Impact  of  Medicare  Modernization  Act  and  Pharmacy  Costs-  DPHHS  will  be  required  to  make  a 
payment  ("clawback")  to  the  federal  government  for  costs  of  the  Medicare  drug  benefit  (Part  D)  for 
persons  who  eligible  for  both  Medicare  and  Medicaid.  However,  the  executive  budget  submission 
does  not  include  the  anticipated  effect  of  the  clawback,  because  of  the  lack  of  federal  guidance  in 
administering  Part  D.  There  is  a  chance  that  the  clawback  amount  could  exceed  the  reduction  in  state  Medicaid 
pharmacy  costs  that  shift  to  Part  D.  This  issue  is  discussed  more  fully  in  the  agency  overview. 

Total  pharmacy  costs  appear  to  decline  from  the  FY  2004  base  budget  through  the  2007  biennium.  The  information  in 
the  table  reflects  anticipated  cost  savings  compared  to  the  base  budget  for  pharmacy  services,  but  does  not  include  the 
cost  increases  for  caseload  and  utilization  growth.  However,  that  is  probably  not  the  case.  As  noted  earlier,  HRD  did 
not  provide  information  to  allocate  the  executive  budget  request  for  Medicaid  cost  growth  and  state  match  rate  changes 
among  Medicaid  services. 


Pharmacy  Cost  Containment 

The  amount  for  Medicaid  pharmacy  costs  in  Figure  1  shows  base  budget  expenditures  rolled  forward  without  utilization 
and  caseload  increases  and  without  the  effect  of  the  Medicaid  match  rate  change.  However,  the  executive  budget  proposal 
does  include  a  reduction  due  to  recent  pharmacy  changes,  primarily  due  to  anticipated  implementation  of  a  preferred  drug 
list  (PDL)  and  joining  a  multi-state  purchasing  pool.  Pharmacy  costs  are  anticipated  to  decrease  about  $9  million  total 
funds  over  the  biennium  compared  to  FY  2004  expenditures. 

PDL 

HRD  began  designing  a  PDL  late  summer  2004.  Since  initial  meetings,  an  advisory  group  has  reviewed  2  to  4  therapeutic 
drug  classes  at  several  meetings.  The  purpose  of  the  review  is  to  establish  the  most  effective  drug  or  drugs  in  treating  a 
specific  disease  or  medical  condition  and  include  those  drugs  on  the  preferred  drug  list.  Other  "non  approved"  drugs  must 
then  be  prior  approved  in  order  for  the  prescription  to  be  covered  by  Medicaid.  (Clients  still  receive  3  days  of  prescription 
coverage  even  if  the  drug  is  not  prior  approved.)  This  process  is  already  in  place  for  generic  drugs,  so  it  will  not  impose 
new  or  unknown  administrative  burdens  on  physicians  or  Medicaid  clients. 

Pharmacy  Purchasing  Pool 

DPHHS  had  hoped  to  be  able  to  join  an  existing  purchasing  pool  with  6  or  7  other  states  in  order  to  negotiate  additional 
rebate  payments  from  drug  manufacturers.  The  purchasing  pool  has  more  clout  than  an  individual  state  such  as  Montana 
because  there  are  more  covered  lives.  If  DPHHS  can  participate  in  the  purchasing  pool  it  will  receive  additional  rebate 
payments,  and  lower  the  overall  cost  of  Medicaid  pharmacy  services.  Otherwise,  DPHHS  must  use  the  rebate  amounts 
determined  by  CMS.  Those  amounts  change  frequently,  and  can  change  retroactive  to  1991 . 


Ill) 

i  ssi  i : 


Anticipated  Pharmacy  Cost  Savings  -  DPHHS  submitted  Medicaid  state  plan  amendments  to  implement  a 
PDL  and  to  join  a  multi-state  purchasing  pool.  CMS  asked  questions  about  both  amendments  and  DPHHS 
has  responded.  However,  as  of  December  1 ,  2004,  DPHHS  had  not  received  approval  from  CMS  to 
implement  the  state  plan  amendments.  The  legislature  may  wish  to  review  the  status  of  the  state  plan 
amendments  prior  to  acting  on  the  executive  budget  request. 


Children's  Mental  Health  Services 

Children's  mental  health  services  were  about  $61  million  in  base  budget  expenditures.  HRD  has  been  working  on 
development  of  a  children's  system  of  care,  meaning  that  all  public  agencies  that  could  be  involved  with  a  child  and 
family  come  together  to  help  identify  and  provide  services  to  help  keep  the  child  in  the  family  and  in  the  community. 
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The  executive  budget  anticipates  $1.5  million  in  mental  health  services  savings  over  the  biennium,  due  to  implementation 
of  systems  of  care  Kids'  Management  Authorities  (KM  As)  and  expansion  of  KM  As  to  more  areas  of  the  state.  In 
addition,  funding  increases  to  place  staff  regionally  throughout  the  state  are  anticipated  to  help  keep  children  in  lower 
levels  of  care. 

Montana  also  received  a  grant  from  the  Substance  Abuse  and  Mental  Health  Services  Administration  (SAMHSA)  to  help 
implement  the  system  of  care.  The  grant  will  be  available  over  the  next  several  years  and  funds  7.00  FTE. 

Managed  Care  Medicaid  Services 

There  are  some  components  of  managed  care  in  the  state  Medicaid  program,  including 

•  Nurse  First  -  a  disease  management  program  for  asthma,  heart  disease,  diabetes,  and  some  high  cost  cases 

•  Passport  -  a  primary  doctor/gate  keeper  program 

The  cost  for  managed  care  services  totaled  about  $6 1  million  during  FY  2004. 

Acute  Services 

Acute  Medicaid  services  include  physician  services,  durable  medical  equipment,  school  based  services  reimbursement, 
and  therapy  services  such  as  speech  therapy,  physical  therapy,  and  occupational  therapy.  The  FY  2007  request  for  acute 
services  rises  $9  million  over  base  budget  expenditures  due  to  the  expectation  that  schools  will  increase  billing  for 
Medicaid  eligible  services  provided  to  Medicaid  eligible  children  and  for  administrative  costs.  The  reimbursement  to 
schools  is  100  percent  federal  since  schools  certify  the  state  match. 

Medicare  Buy-In 

The  Medicaid  program  pays  for  Medicare  Part  A  and  Part  B  coverage  for  persons  who  are  eligible  for  both  Medicare  and 
Medicaid.  Medicare  then  pays  for  a  share  of  medical  costs  that  would  otherwise  be  paid  for  by  Medicaid.  This  program 
grows  from  $12  to  $16  million  over  the  2007  biennium  due  to  anticipated  enrollment  and  premium  increases. 

Cervical  and  Breast  Cancer 

Montana  accepted  federal  funds  to  screen  persons  for  breast  and  cervical  cancer.  As  a  condition  of  receiving  the  grant, 
Medicaid  eligibility  is  extended  to  persons  with  incomes  under  200  percent  of  the  federal  poverty  level  who  participate  in 
the  screen  and  who  are  determined  to  have  breast  or  cervical  cancer.  The  Medicaid  services  covered  are  those  included  in 
the  basic  Medicaid  service  package  available  to  low-income  adults  with  children.  The  cost  of  providing  services  for 
persons  with  breast  and  cervical  cancer  grows  from  $2  to  $3  million  by  the  end  of  the  2007  biennium. 

Indian  Health  Services 

Indian  Health  Services  providers  receive  Medicaid  reimbursement  for  services  provided  to  Medicaid  eligible  Tribal 
members.  The  reimbursement  is  100  percent  federally  funded  and  is  estimated  to  increase  from  $27  million  in  the  base 
budget  to  $42  million  in  FY  2007. 

Children's  Health  Insurance  Program  (CHIP) 

CHIP  base  budget  expenditures  were  about  $16  million  and  grow  to  $23  million  in  FY  2007.  State  general  fund  match 
rises  from  $0.3  million  to  $1  million  and  state  special  revenue  grows  from  $3  million  to  $4  million.  However,  a 
significant  portion  of  the  state  special  revenue  matching  funds  included  in  the  executive  budget  is  from  private  donations 
(about  $2  million  per  year)  and  not  expected  to  materialize.  Several  issues  related  to  CHIP,  including  matching  funds, 
legal  issues,  and  legislative  policy  options,  are  discussed  in  the  CHIP  function  budget  narrative. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding 

Table 

Health  Resources  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    71,665,419 

20.1% 

$    97,443,689 

21.6% 

$    105,934,642 

21.9% 

02 142  Medicaid  Third  Party  Revenue 

858,686 

0.2% 

858,686 

0.2% 

858,686 

0.2% 

0231 1  6901-02  Indrct  Activty  Prog  1 1 

7,548 

0.0% 

7,787 

0.0% 

7,548 

0.0% 

02698  69010-Prevention&Stabilization 

- 

- 

601,571 

0.1% 

- 

- 

02773  Childrens  Special  Health  Services 

- 

- 

200,000 

0.0% 

200,000 

0.0% 

02780  Chip  Donations 

- 

- 

2,061,949 

0.5% 

2,736,602 

0.6% 

0278 1  Nurse  First  Pgm  Expansion 

- 

- 

1,000,000 

0.2% 

1,000,000 

0.2% 

02789  6901-Chip/Mcha  Tobacco  Sett  Fd 

2,656,626 

0.7% 

2,203,411 

0.5% 

2,196,747 

0.5% 

02987  Tobacco  Interest 

1,671,408 

0.5% 

2,555,562 

0.6% 

3,045,562 

0.6% 

02989  69010-Hospital  Utilization  Fee 

234,111 

0.1% 

8,874,661 

2.0% 

9,312,437 

1.9% 

0303 1  Maternal  &  Child  Health 

868,395 

0.2% 

868,294 

0.2% 

867,786 

0.2% 

03426  Chip  Program  Fed 

13,436,726 

3.8% 

17,705,864 

3.9% 

18,868,370 

3.9% 

03580  6901-93.778  -  Med  Adm  50% 

3,716,183 

1.0% 

3,874,522 

0.9% 

3,870,364 

0.8% 

03582  93.778  -  Med  Ben  100% 

26,652,410 

7.5% 

36,232,971 

8.0% 

42,246,203 

8.7% 

03583  93.778  -  Med  Ben  Fmap 

233,870,025 

65.7% 

276,199,994 

61.1% 

291,306,190 

60.1% 

0361 1  6901-03  Indrct  Activty  Prog  1 1 

128,541 

0.0% 

128,596 

0.0% 

128,541 

0.0% 

03794  Samsha  Grant 
Grand  Total 

- 

. 

1.116.289 
$  451,933,846 

0.2% 
100.0% 

1.865.615 
$    484,445,293 

0.4% 
100.0% 

$  355,766,078 

100.0% 

Health  Resources  Division  is  funded  from  general  fund,  state  special  revenue,  and  federal  funds.  The  single  most 
significant  funding  source  is  federal  Medicaid  matching  funds,  which  account  for  nearly  70  percent  of  the  FY  2007  budget 
request  when  administrative  and  services  funding  is  combined.  The  next  most  significant  source  of  funding  is  general 
fund,  which  rises  from  20  percent  of  base  budget  funding  to  22  percent  of  the  FY  2007  request. 

The  majority  (97  percent)  of  general  fund  in  HRD  is  used  to  match  federal  Medicaid  and  CHIP  funds,  which  provides 
direct  services  to  individuals.  About  $3  million  funds  administrative  costs,  and  again,  primarily  the  state  match  for 
Medicaid  and  CHIP  program  administration. 

State  special  revenue  provides  3  percent  of  base  budget  funding  and  rises  to  4  percent.  Sources  of  state  special  revenue 
and  activities  each  funds  are: 

•  Medicaid  third  party  revenue  from  private  insurance  payments  -  state  Medicaid  match  costs 

•  Tobacco  settlement  funds 

•  Prevention  and  stabilization  account  -  state  Medicaid  match 

•  Allocation  to  fund  state  CHIP  match 

•  Children's  special  health  services  -  insurance  and  co-payments  for  children's  special  health  clinic  services 

•  CHIP  donations  -  anticipated  private  donations  for  CHIP  match 

•  Nurse  First  program  funds  -  payments  from  private  insurance  companies  to  expand  contract  for  disease  and  high 
cost  case  management 

•  Interest  from  the  tobacco  settlement  constitutional  trust  fund  -  state  Medicaid  match 

•  Hospital  utilization  fee  -  a  per  bed  day  fee  used  as  state  match  to  draw  down  additional  federal  matching  funds  to 
increase  Medicaid  payments  to  hospitals 

Federal  funds  include: 

Maternal  and  Child  Health  Block  Grant  -  federal  funds  for  children's  special  health  clinic  services 

CHIP  federal  matching  funds  -  CHIP  health  services  and  administrative  costs 

Federal  Medicaid  matching  funds  -  health  services  and  administrative  costs 

Federal  indirect  cost  recovery  -  allocation  of  shared  administrative  costs  to  various  federal  funding  sources 

SAMHSA  Grant  -  federal  Substance  Abuse  and  Mental  Health  Services  Administration  grant  to  support 

development  of  children's  system  of  care 
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Figure  47 

2005  Biennium  Compared  to  2007  Biennium 

Health  Resources  Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Change 

Incr/Decr 

FTE 

52.00 

68.25 

16.25 

31.3% 

Personal  Services 

$4,916,451 

$6,588,358 

0.7% 

$1,671,907 

34.0% 

Operating 

12,585,238 

15,931,347 

0 

3,346,109 

26.6% 

Equipment 

0 

0 

0 

0 

0.0% 

Grants 

13,070 

1,902,017 

0 

1,888,947 

14452.5% 

Benefits/Claims 

738,306,380 

911,952,853 

1 

173,646,473 

23.5% 

Debt  Service 

4,565 

4,564 

0 

(1) 

0.0% 

Total  Costs 

$755,825,704 

$936,379,139 

100%  $180,553,435 

23.9% 

General  Fund 

$160,034,277 

$203,378,331 

22% 

$43,344,054 

27.1% 

State  Special 

15,610,033 

37,721,209 

0 

22,111,176 

141.6% 

Federal  Funds 

580,181,394 

695,279,599 

1 

1 1 5,098,205 

19.8% 

Total  Funds 

$755,825,704 

$936,379,139 

100.0% 

$180,553,435 

23.9% 

Biennial  Comparison 

The  HRD  2007  biennium  budget  request  is  24 
percent  higher  than  the  2005  biennium  expenditures 
and  appropriation.  The  majority  of  the  increase  - 
$160  million  -  is  in  Medicaid  benefits  and  the 
majority  of  the  funding  increase  is  in  federal  funds  - 
$115  million.  The  biennial  increase  is  overstated 
because  $58.3  million  in  expenditures  from  the 
hospital  provider  tax  to  raise  Medicaid 
reimbursement  rates  are  not  included  in  the  2005 
biennium  but  are  included  in  the  2007  biennium 
($59.8  million).  If  the  data  were  adjusted  for  this 
variance,  the  increase  would  be  15  percent  and  the 
increase  in  benefits  would  be  about  $121  million. 

Personal  services  funding  increases  34  percent  due 
primarily  to  a  net  increase  of  16.25  FTE,  including: 

•  7.00  new  FTE  to  help  develop  a  children's  system  of  care 

•  5.00  new  FTE  placed  in  regions  throughout  the  state  to  help  administer  mental  health  services  for  children, 

•  2.00  new  FTE  to  review  Medicaid  data  to  help  identify  areas  of  potential  cost  containment,  and  better  service 
delivery  and  coordination 

•  2.00  new  FTE  for  PASSPORT  (primary  care  doctor/gate  keeper  program) 

•  1 .00  new  FTE  for  pharmacy  program  management  and  analysis 

Receipt  of  a  new  federal  grant  to  develop  a  system  of  care  for  children  causes  grant  expenditures  to  rise  significantly 
compared  to  the  2005  biennium  budget. 

General  fund  increases  about  25  percent,  rising  nearly  $40  million  between  biennia.  The  increase  is  due  to  projected 
growth  in  Medicaid  costs  and  changes  in  the  state  match  rate  for  Medicaid  and  CHIP.  During  the  base  budget  year,  the 
federal  Medicaid  match  rate  was  raised  temporarily  by  2.95  percent,  which  causes  2007  biennium  general  fund  costs  to 
increase  $15  million  in  order  to  maintain  the  same  level  of  Medicaid  services.  In  addition,  the  normal  annual  adjustments 
to  the  federal  Medicaid  matching  rate  will  increase  the  state  match  rate  for  Medicaid  and  CHIP  during  the  2007  biennium, 
causing  general  fund  costs  to  increase  $15  million  to  maintain  the  same  level  of  services.  Altogether,  changes  in  the  state 
Medicaid  match  rate  total  $28  million  or  70  percent  of  the  $40  million  general  fund  increase. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions.  Each  of  the  present  law  adjustments  will  be  discussed  by  division  function  (sub-program). 
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Present  Law  Adjustments 

Fic/»al  1(V\f\ 

.   ___.__p;™ 

nscai  zuvo— 
General               State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

332,348 

330,989 

Vacancy  Savings 

(104,962) 

(104,910) 

Inflation/Deflation 

(2,324) 

(2,286) 

Fixed  Costs 

12,965 

13,918 

Total  Statewide  Present  Law  Adjustments 

$238,027 

$237,71 1 

DP  1  -  Tobacco  Portion  of  1 7%  for  Medicaid  (Requires  Legislation) 

0.00              35,596          1,323,210 

0 

1,358,806 

0.00 

157,465 

1,346,732 

0 

1,504,197 

DP  1 3  -  Medicaid  Caseload  -  Child  and  Adult  Medicaid 

0.00         10,473,480             884,154 

27,847,178 

39,204,812 

0.00 

16,098,575 

1,374,154 

41,042,733 

58,515,462 

DP  1 4  -  Medicaid  Caseload  -  Medicare  Buy- In  Program 

0.00            805,128 

0 

1,974,051 

2,779,179 

0.00 

1,124,191 

0 

2,640,682 

3,764,873 

DP  1 7  -  Medicaid  Caseload  -  Children's  Mental  Health 

0.00             425,604 

0 

1,043,516 

1,469,120 

0.00 

634,086 

0 

1,489,444 

2,123,530 

DP  20  -  Medicaid  Caseload  -  Breast  and  Cervical  Cancer 

0.00             166,700 

0 

601,505 

768,205 

0.00 

267,514 

0 

1,016,143 

1,283,657 

DP  23  -  FMAP  Enhancement  Adjustment-Child  &  Adult  Medicaid 

0.00          7,504,153 

0 

(7,504,153) 

0 

0.00 

7,504,153 

0 

(7,504,153) 

0 

DP  29  -  FMAP  Adjustment  -  Child  and  Adult  Medicaid 

0.00          6,189,028 

0 

(6,189,028) 

0 

0.00 

8,045,737 

0 

(8,045,737) 

0 

DP  37  -  CHIP  FMAP  Adjustment 

0.00             195,245 

0 

(195,245) 

0 

0.00 

269,383 

0 

(269,383) 

0 

DP  57  -  Transportation  Contract  Federal  Rate  Change 

0.00             150,000 

0 

0 

150,000 

0.00 

150,000 

0 

0 

150,000 

DP  60  -  Rural  Health  Clinics  /  Qualified  Health  Centers 

0.00               54,319 

0 

133,181 

187,500 

0.00 

57,667 

0 

135,458 

193,125 

DP  67  -  Foundation  Contract  /  Acute  Care 

0.00                8,112 

0 

19,888 

28,000 

0.00 

8,361 

0 

19,639 

28,000 

DP  121  -  Indian  Health  Services 

0.00                      0 

0 

9,580,561 

9,580,561 

0.00 

0 

0 

15,593,793 

15.593,793 

DP  122  -  School  Based  Services 

0.00                        0 

0 

7,507,268 

7,507,268 

0.00 

0 

0 

8,457,993 

8,457,993 

DP  9999  -  Statewide  FTE  Reduction 

(0.75)             (17,263) 

0 

0 

(17,263) 

(0.75) 

(17,224) 

0 

0 

(17,224) 

Total  Other  Present  Law  Adjustments 

(0.75)      $25,990,102        $2,207364 

$34,818,722 

$63,016,188 

(0.75) 

$34,299,908 

$2,720,886 

$54^76,612 

$91397,406 

Grand  Total  All  Present  Law  Adjustments 

$63,254,215 

$91,835,117 
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New  Proposals 


New  Proposals 

-Fi^ral  9007    - 

General                State 

Federal 

Total 

General 

riBviii  iuu  / 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  9  -  Continuation  of  PS  A  for  Medicaid  (Requires  Legislation) 

11               0.00                        0              601,571 

0 

601,571 

0.00 

0 

0 

0 

0 

DP  38  -  Manage  Medicaid  Pharmacy  Program 

11               1.00        (1,165,170)                        0 

(3,353,302) 

(4,518,472) 

1.00 

(834,359) 

0 

(2,494,238) 

(3,328,597) 

DP  42  -  Enhance  Efficiency  of  Children's  Mental  Health  Svc 

11              5.00            (55,958)                       0 

(418,384) 

(474,342) 

5.00 

(54,354) 

0 

(395,714) 

(450,068) 

DP  43  -  Medicaid  Cost  Analysis 

11              2.00            (19,573)                       0 

(122,865) 

(142,438) 

2.00 

(24,179) 

0 

(124,578) 

(148,757) 

DP  44  -  Medicaid  Passport  Services 

11              2.00            (13,425)                       0 

(14,426) 

(27,851) 

2.00 

(13,520) 

0 

(14,559) 

(28,079) 

DP  90  -  CHIP  Donations 

11              0.00                       0             500,000 

1,978,929 

2,478,929 

0.00 

0 

500,000 

1,899,232 

2,399,232 

DP  1 10  -  Continuation  of  Hospital  Provider  Tax  (Requires  Legislation) 

11              0.00                       0          8,640,550 

20,859,450 

29,500,000 

0.00 

0 

9,078,326 

21,263,674 

30,342,000 

DP  1 1 2  -  Expand  Nurse  First  to  Non-Medicaid  Native  American 

11              0.00                       0           1,000,000 

0 

1,000,000 

0.00 

0 

1,000,000 

0 

1,000,000 

DP  1 1 5  -  Specialty  Clinic  Cost  Recovery  (Requires  Legislation) 

11              0.00                       0             200,000 

0 

200,000 

0.00 

0 

200,000 

0 

200,000 

DP  146  -  Develop  System  of  Care  for  Children 

11               7.00                        0                        0 

1,116,289 

1,116,289 

7.00 

0 

0 

1,865,615 

1,865,615 

DP  150  -  Restore  Children's  Therapeutic  Services 

11               0.00                        0                        0 

722,970 

722,970 

0.00 

0 

0 

722,970 

722,970 

DP  192  -  CHIP  Enrollment  to  10,900  Children  (Requires  Legislation) 

11              0.00             937,253          (220,127) 

1,739,771 

2,456,897 

0.00 

789,099 

424,471 

3,056,212 

4,269,782 

Total            17.00         ($316,873)       $10,721,994 

$22,508,432 

$32,913,553 

17.00 

($137,313) 

$11,202,797 

$25,778,614 

$36,844,098 
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Medicaid  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

29.00 

(0.75) 

5.00 

33.25 

(0.75) 

5.00 

33.25 

33.25 

Personal  Services 
Operating  Expenses 
Grants 

1,343,699 

3,836,117 

19 

97,106 

160,028 

0 

279,287 

1,535,040 

0 

1,720,092 

5,531,185 

19 

97,387 

160,382 

0 

278,498 

1,547,200 

0 

1,719,584 

5,543,699 

19 

3.439,676 

11,074,884 

38 

Benefits  &  Claims 
Toul  Costs 

271,153,618 
$276333,453 

61,386,331 
$61,643,465 

24,598,483 
$26,412310 

357,138,432 
$364389,728 

89,313,100 
$89,570,869 

26,010,869 
$27336367 

386,477,587 
$393,740,889 

743.616,019 
$758,130,617 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

58,402,303 

2,538,201 

215,392,949 

$276333,453 

25,417,610 

2,207,603 

34,018,252 

$61,643,465 

(1,198,168) 

10,242,121 

17,368,857 

$26,412310 

82,621,745 

14,987,925 

266,780,058 

$364389,728 

33,446,470 

2,720,886 

53,403,513 

$89370,869 

(872,058) 

10,078,326 

18,630,299 

$27,836367 

90,976,715 

15,337,413 

287,426,761 

$393,740,889 

173,598,460 

30,325,338 

554,206,819 

$758,130,617 

The  Medicaid  services  function  manages  core  state  plan  Medicaid  benefits,  which  include  benefits  such  as  inpatient  and 
outpatient  hospital,  prescription  drugs,  physician,  dental,  durable  medical  equipment,  and  vision  services.  The  2007 
biennium  budget  request  grows  about  $206  million  total  funds  (including  $58  million  general  fund)  compared  to  the  FY 
2004  base  budget  expenditures.  The  primary  changes  are: 

•  Medicaid  caseload  and  service  utilization  changes  -  $1 50  million  total  funds;  $29  million  general  fund 

•  State  Medicaid  match  rate  changes  -  increase  general  fund  $30  million  with  an  offsetting  decrease  in  federal 
funds 

•  Continuation  of  hospital  utilization  fee  to  draw  down  federal  matching  funds  -  $60  million  total  funds 

•  Pharmacy  program  changes  expected  to  reduce  Medicaid  costs  by  $8  million  total  funds  including  $2  million 
general  fund 

•  Funding  for  5.00  new  FTE  to: 

•  Analyze  Medicaid  program  expenditures  to  reduce  costs 

•  Manage  the  PASSPORT  Program,  which  establishes  a  primary  care  doctor  to  help  manage  services  for 
clients 

•  Assist  in  management  of  several  cost  saving  measures  of  the  Medicaid  pharmacy  program 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

_.       .  Ficrnl  ?nf»7 

—— nscai  ZUUO 

General             State 

I 

-ederal             Total 

General 

State 

-ederal 

rotal 

FTE                  Fund                 Special 

special 

:unds               FTE 

;und 

Special 

Special 

:unds 

Personal  Services 

175,119 

175,375 

Vacancy  Savings 

(60,750) 

(60,764) 

Inflation/Deflation 

(1,504) 

(1,491) 

Fixed  Costs 

(16,468) 

(16,127) 

Total  Statewide  Present  Law  Adjustments 

$96397 

$96,993 

DP  1  -  Tobacco  Portion  of  17%  for  Medicaid 

0.00              35,596          1,323,210 

0 

1,358,806 

0.00 

157,465 

1,346,73: 

0 

1,504,197 

DP  13  -  Medicaid  Caseload  -  Child  and  Adult  Medicaid 

0.00         10,473,480             884,154 

27,847,178 

39,204,812 

0.00 

16,098,575 

1,374,15' 

41,042,733 

58,515,462 

DP  14  -  Medicaid  Caseload  -  Medicare  Buy- In  Program 

0.00             805,128 

0 

1,974,051 

2,779,179 

0.00 

1,124,191 

0 

2,640,682 

3,764,873 

DP  20  -  Medicaid  Caseload  -  Breast  and  Cervical  Cancer 

0.00             166,700 

0 

601,505 

768,205 

0.00 

267,514 

0 

1,016,143 

1,283,657 

DP  23  -  FMAP  Enhancement  Adjustment-Child  &  Adult  Medicaid 

0.00          7,504,153 

0 

(7,504,153) 

0 

0.00 

7,504,153 

0 

(7,504,153) 

0 

DP  29  -  FMAP  Adjustment  -  Child  and  Adult  Medicaid 

0.00          6,189,028 

0 

(6,189,028) 

0 

0.00 

8,045,737 

0 

(8,045,737) 

0 

DP  57  -  Transportation  Contract  Federal  Rate  Change 

0.00             150,000 

0 

0 

150,000 

0.00 

150,000 

0 

0 

150,000 

DP  60  -  Rural  Health  Clinics  /  Qualified  Health  Centers 

0.00              54,319 

0 

133,181 

187,500 

0.00 

57,667 

0 

135,458 

193,125 

DP  67  -  Foundation  Contract  /  Acute  Care 

0.00                 8,112 

0 

19,888 

28,000 

0.00 

8,361 

0 

19,639 

28,000 

DP  121  -  Indian  Health  Services 

0.00                        0 

0 

9,580,561 

9,580,561 

0.00 

0 

0 

15,593,793 

15,593,793 

DP  122  -  School  Based  Services 

0.00                        0 

0 

7,507,268 

7,507,268 

0.00 

0 

0 

8,457,993 

8,457,993 

DP  9999  -  Statewide  FTE  Reduction 

(0.75)             (17,263) 

0 

0 

(17,263) 

(0.75) 

(17,224) 

0 

0 

(17,224) 

Total  Other  Present  Law  Adjustments 

(0.75)      $25369,253        $2,207,364 

$33,970,451 

$61347,068 

(0.75) 

$33396.439 

$2,720,886 

$53356351 

$89,473,876 

Grand  Total  All  Present  Law  Adjustments 

$61,643,465 

$89,570,869 

DP  1  -  Tobacco  Portion  of  1 7  percent  for  Medicaid  (Requires  Legislation)  -  This  decision  package  requests  $2.9  million 
in  tobacco  settlement  state  special  revenue  funds  over  the  biennium.  The  request  also  includes  $193,000  general  fund. 
This  request  is  dependent  on  passage  of  legislation.  The  funds  are  diverted  from  the  allocation  of  tobacco  settlement 
revenues  to  support  the  CHIP  program  (17-6-606,  MCA).  This  request  continues  a  temporary  diversion  of  tobacco 
settlement  funds  allocated  to  CHIP  for  state  Medicaid  matching  funds  authorized  by  the  legislature  through  SB  485. 


LIT) 
COMMENT 


Reallocation  of  Tobacco  Settlement  Revenue  -  The  executive  budget  reallocates  a  portion  of  the  17 
percent  of  tobacco  settlement  proceeds  from  CHIP  to  Medicaid  matching  funds.  The  executive 
budget  documentation  states  that  continues  a  temporary  diversion  authorized  in  17-6-606,  MCA. 


Since  the  executive  budget  adds  nearly  $1.7  million  in  general  fund  as  state  matching  funds  for  CHIP,  the  legislature 
could  consider  shifting  the  general  fund  in  DP  192  (CHIP  funding)  to  DP  1  (Medicaid  funding)  and  retaining  the 
tobacco  settlement  revenue  as  CHIP  match. 

If  the  legislature  approves  this  request,  it  will  need  to  amend  1 7-6-606,  MCA  to  allow  tobacco  settlement  funds  to  be 
used  for  Medicaid  match.  Additionally,  this  request,  if  approved,  should  be  listed  as  a  new  proposal,  because  statute 
must  be  amendment  to  implement  it. 


DP  13  -  Medicaid  Caseload  -  Child  and  Adult  Medicaid  -  This  request  adds  $98  million  total  funds,  including  $27  million 
in  general  fund,  over  the  biennium  for  Medicaid  caseload  growth  and  changes  in  service  utilization.  Costs  are  estimated 
to  grow  by  6  percent  per  year.  The  caseload  changes  are  considered  a  present  law  adjustment  since  these  Medicaid 
services  are  an  entitlement  -  meaning  that  all  persons  eligible  for  services  must  be  provided  medically  necessary  services. 
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DPHHS  uses  a  complex  set  of  projections  from  several  sources  to  estimate  these  changes.  Statistics  and  trends  relating  to 
monthly  eligibility,  type  of  provider,  number  of  services,  cost  per  service,  and  health  care  inflation  are  taken  into  account 
in  the  projections.  This  adjustment  includes  only  projected  changes  in  the  eligible  population,  and  changes  in  the  acuity 
level  of  the  eligible  population. 

DP  14  -  Medicaid  Caseload  -  Medicare  Buy-In  Program  -  This  request  adds  $6.5  million  over  the  biennium  with  $2 
million  general  fund  to  pay  expected  increases  in  premiums  for  Medicare  Part  A  and  Part  B  and  in  the  number  of  persons 
eligible  for  coverage.  The  Medicare  buy-in  program  allows  state  Medicaid  programs  to  purchase  Medicare  coverage 
through  premium  payments  for  Medicaid  recipients  who  are  dually  eligible  for  Medicare  and  Medicaid.  Medicare  then 
covers  the  cost  of  most  services  for  the  individual  with  no  further  Medicaid  liability.  Medicaid  would  only  be  liable  for 
the  costs  of  non-Medicare  covered  services,  and  for  co-insurance  and  deductibles  related  to  services  utilized. 

The  major  cost  driver  for  this  program  is  the  increase  in  premiums,  which  are  established  by  the  federal  government. 
DPHHS  estimates  that  monthly  premiums  for  Part  B  will  increase  8  percent  per  year,  from  $58.70  per  eligible  in  FY  2004 
and  $66.60  in  FY  2005  to  $71 .92  per  eligible  in  FY  2006  and  $77.68  in  FY  2007.  Premiums  for  Medicare  Part  A  will  be 
static  over  the  next  several  years. 

DPHHS  is  projecting  a  2  percent  increase  in  the  number  of  eligibles  for  Part  B,  consistent  with  actual  increases  over  the 
last  several  years.  The  average  number  of  eligibles  per  month  for  Part  A  in  FY  2003  and  FY  2004  was  419.  A  2  percent 
increase  would  put  the  average  number  of  eligibles  per  month  to  427  during  the  upcoming  biennium.  The  average  number 
of  eligibles  per  month  for  Part  B  in  FY  2003  and  FY  2004  was  13,995.  A  2  percent  increase  would  put  the  average 
number  of  eligibles  per  month  to  14,275  during  the  upcoming  biennium. 


Ill) 

issu: 


Medicare  Buy  In  Request  -  The  legislature  may  wish  to  review  the  estimates  of  Medicare  premiums 
during  the  legislative  session  to  determine  whether  the  updated  information  is  available  regarding  the 
projected  premium  increase.  Additionally,  the  legislature  may  wish  to  review  the  number  of  persons 
eligible  for  this  benefit  due  to  the  implementation  of  the  Medicare  Part  D  benefit.  Nationwide,  states  are 
anticipating  increases  in  the  number  of  persons  eligible  for  Medicaid,  in  addition  to  the  Buy-In  programs,  as  persons 
apply  for  Part  D  low-income  subsidies.  Since  eligibility  for  Part  D  begins  July  1,  2005,  the  number  of  persons  eligible 
for  both  of  these  benefits  may  increase,  since  Part  D  outreach  will  likely  identify  persons  who  are  eligible  but  not  yet 
enrolled  in  Medicaid. 


DP  20  -  Medicaid  Caseload  -  Breast  and  Cervical  Cancer  -  This  request  adds  $2  million  for  the  biennium  including  $0.4 
million  general  fund  to  provide  continued  funding  for  Medicaid  expenditures  related  to  the  breast  and  cervical  cancer 
treatment  program  for  those  individuals  determined  to  be  Medicaid  eligible. 

The  Medicaid  program  provides  health  care  coverage  and  reimbursement  to  health  care  providers  for  those  individuals 
screened  through  the  Montana  Breast  and  Cervical  Health  (MBCH)  program  who  are  diagnosed  with  breast  and/or 
cervical  cancer  or  pre-cancer.  The  individual  must  also  be  under  65  years  of  age,  uninsured,  and  have  a  family  gross 
income  at  or  below  200  percent  of  the  federal  poverty  level.  Individuals  eligible  under  this  program  are  covered  for  health 
care  services  under  the  basic  Medicaid  program  for  the  duration  of  treatment,  the  same  coverage  that  is  provided  under  the 
FAIM  (Families  Achieving  Independence  in  Montana)  program. 

DP  23  -  FMAP  Enhancement  Adjustment-Child  &  Adult  Medicaid  -  The  federal  Medicaid  match  rate  was  raised 
temporarily  by  2.95  percent  in  FY  2004  as  part  of  federal  fiscal  relief  for  states.  This  proposal  adds  $15  million  general 
fund  and  reduces  federal  funds  by  a  like  amount  to  reflect  the  fiscal  impact  of  the  temporary  reduction. 

DP  29  -  FMAP  Adjustment  -  Child  and  Adult  Medicaid  -  This  adjustment  adds  $13  million  general  fund  and  reduces 
federal  funds  by  a  like  amount  to  reflect  the  annual  changes  in  federal  Medicaid  match  rates.  The  federal  match  rate  for 
each  state  is  determined  by  changes  in  the  per  capita  income  of  a  state  compared  to  national  per  capita  income. 
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DP  57  -  Transportation  Contract  Federal  Rate  Change  -  This  proposal  adds  $0.3  million  general  fund  due  to  a  recent  rule 
change  made  by  the  Center  for  Medicare  and  Medicaid  Services  (CMS).  The  federal  matching  rate  for  the  transportation 
utilization  contract  was  reduced  from  75  to  50  percent.  The  contract  controls  costs  in  the  transportation  program  by 
ensuring  that  clients  are  utilizing  medical  services  closest  to  their  home  and  that  the  client  made  the  medical  appointment. 
This  change  adjusts  current  level  expenditures  for  the  new  match  rate. 

DP  60  -  Rural  Health  Clinics  /  Qualified  Health  Centers  -  This  proposal  requests  $0.4  million,  including  $0.1  million 
general  fund,  to  pay  for  Medicaid  services  provided  by  Rural  Health  Clinics  and  Federally  Qualified  Health  Centers. 
These  centers  provide  services  funded  by  Medicaid.  These  facilities  are  paid  an  all-inclusive  prospective  payment  amount 
per  patient  visit.  The  per  visit  payment  amounts  are  required  to  be  increased  each  year  by  the  Medicare  Economic  Index 
due  to  the  federal  Benefit  Improvement  and  Protection  Act. 


LFD 
COMMENT 


Executive  Request  -  The  documentation  accompanying  the  executive  request  for  this  Medicaid 
benefit  is  unclear.  The  narrative  explains  that  the  request  is  a  based  on  a  3  percent  annual  increase 
from  the  base  budget: 

"The  3  most  recent  annual  increases  have  been  2.6  percent,  3.0  percent,  and  2.9  percent.    The 
2007  biennium  increase  is  projected  to  be  3  percent  on  a  FY  2004  base  amount  of  $6.25  million". 

However,  the  increase  does  not  include  the  program  growth  in  FY  2005.  LFD  staff  requested  information  to  clarify  the 
request,  but  did  not  receive  a  response  from  HRD. 


DP  67  -  Foundation  Contract  /  Acute  Care  -  This  proposal  requests  an  additional  $28,000  per  year  to  reissue  a  contract  for 
utilization  review  services,  funded  25  percent  general  fund  and  75  percent  federal  funds.  The  additional  amount  covers  an 
increase  in  the  number  of  non-emergent  hospital  emergency  department  claims  being  reviewed  and  an  increase  in  the 
number  of  cases  being  sent  to  peer  review.    The  current  contract  duties  include: 

•  Review  of  out-of-state  inpatient  hospital  admissions  -  it  is  the  intent  of  the  Montana  Medicaid  program  to  require 
Medicaid  recipients  to  utilize  services  available  within  the  State  of  Montana  when  it  is  medically  appropriate 

•  Review  of  in-state  inpatient  rehabilitation  admissions  -  DPHHS  requires  prior  authorization  (PA)  and  continued 
stay  reviews  for  these  services  to  avoid  reimbursement  of  services  not  requiring  acute  inpatient  care 

•  Prior  authorization  of  transplant  services  -  Prior  authorization  is  required  on  all  transplant  services  for  children 
and  for  the  four  services  covered  for  adults 

•  Retrospective  review  to  determine  appropriateness  of  treatment 

•  Management  of  high  cost  cases 

•  Medical  consultation  support 

•  Coordination  of  activity  with  the  transportation  authorization  contractor 


LFD 
ISSUE 


Savings  due  to  Enhanced  Utilization  Review  -  If  HRD  expands  the  scope  of  the  utilization  review 
contract,  it  would  be  logical  to  assume  that  additional  savings  should  accrue  to  the  Medicaid  program. 
HRD  has  provided  documentation  that:  "Over  the  last  two  years,  the  current  contract  has  a  cost  to  savings 
ratio  of  $1  spent  to  $7  saved  and  that  the  cost  savings  generated  by  these  reviews  more  than  covers  the 
additional  costs  to*  the  contract." 

If  savings  are  proportional  to  expenditures,  increasing  the  contract  by  $28,000  annually  could  generate  about  $198,000 
in  savings.  The  legislature  could  consider  offsetting  the  cost  of  increasing  the  contract  by  a  portion  of  the  potential 
savings.  For  instance,  if  the  legislature  assumed  that  a  contract  increase  would  generate  $3.50  in  savings  for  each  $1 
increase,  it  could  incorporate  savings  of  $99,450  each  year  for  a  savings  of  about  $33,000  general  fund  each  year. 


DP  121  -  Indian  Health  Services  -  This  request  adds  $25  million  in  federal  funds  for  Indian  Health  Services  caseload  and 
the  federal  rate  increases  for  the  Medicaid  Indian  Health  Services  program,  which  is  100  percent  federally  funded.  The 
Montana  Indian  Health  Service  is  making  a  concerted  effort  to  identify  all  Medicaid  eligible  persons  who  are  also  Indian 
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Health  Service  recipients  and  to  bill  appropriately  for  services.  Accordingly,  this  program  has  had  substantial  growth  in 
the  past  and  is  expected  to  continue  to  grow  through  the  next  biennium. 

Under  Federal  rules  Indian  Health  Service  is  considered  the  payer  of  last  resort.  Accordingly,  the  Medicaid  program  must 
provide  payment  to  the  Indian  Health  Service  or  Indian  Health  Service  providers  for  Native  Americans  who  are  also  on 
Medicaid.  This  program  is  funded  with  100  percent  federal  funds  and  is  projected  to  increase  15  percent  annually. 

DP  122  -  School  Based  Services  -  This  proposal  requests  $16  million  in  federal  authority  for  the  Medicaid  school-based 
services  contract.  Montana  schools  are  providing  services  that  are  eligible  for  federal  Medicaid  reimbursement  and  have  a 
potential  for  receiving  a  reimbursement  of  $7  to  $10  million  in  covered  Medicaid  services.  FY  2004  base  expenditures 
were  $6  million. 

The  Centers  for  Medicare  and  Medicaid  Services  (CMS)  allowed  an  interagency  agreement  between  the  state  Medicaid 
agency  (DPHHS)  and  the  Montana  Office  of  Public  Instruction  (OPI)  where  OPI  may  certify  the  nonfederal  Medicaid 
match  for  health-related  Medicaid  covered  services  included  in  children's  Individualized  Education  Plans  and  schools 
receive  the  federal  matching  funds  for  the  balance  of  eligible  services.  Federal  Medicaid  matching  funds  reduce  the 
school  cost  of  providing  services  to  Medicaid  eligible  children  and  also  offset  a  portion  of  administrative  costs  allocated 
to  time  spent  on  program  administration. 

To  date,  Medicaid  eligible  services  have  expanded  to  include  reimbursement  for  school  psychologists,  personal  care 
assistants/paraprofessionals,  comprehensive  school  and  community  treatment  services,  and  specialized  transportation. 
DPHHS  will  assume  administration  of  the  Medicaid  Administrative  Claiming  (MAC)  program  previously  developed  and 
managed  by  a  contractor.  The  federal  matching  funds  (about  $0.9  million  per  quarter)  to  pay  for  MAC  costs  are  also 
included  in  the  proposal. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  a  personal  services  funding  reduction  equivalent 
to  the  reduction  taken  in  the  2003  legislative  session.  This  0.75  FTE  and  $34,000  general  fund  per  biennium  are  removed 
from  the  budget  permanently. 


New  Proposals 

New  Proposals 

Sub                                           General               Stale 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  9  -  Continuation  of  PSA  for  Medicaid  (Requires  Legislation) 

01                    0.00                        0              601,571 

0 

601,571 

0.00 

0 

0 

0 

0 

DP  38  -  Manage  Medicaid  Pharmacy  Program 

01                    1.00        (1,165,170)                        0 

(3,353,302) 

(4,518,472) 

1.00 

(834,359) 

0 

(2,494,238) 

(3,328,597) 

DP  43  -  Medicaid  Cost  Analysis 

01                   2.00            (19,573)                       0 

(122,865) 

(142,438) 

2.00 

(24,179) 

0 

(124,578) 

(148,757) 

DP  44  -  Medicaid  Passport  Services 

01                   2.00            (13,425)                       0 

(14,426) 

(27,851) 

2.00 

(13,520) 

0 

(14,559) 

(28,079) 

DP  1 10  -  Continuation  of  Hospital  Provider  Tax  (Requires  Legislation) 

01                   0.00                       0          8,640,550 

20,859,450 

29,500,000 

0.00 

0 

9,078,326 

21,263.674 

30,342,000 

DP  1 12  -  Expand  Nurse  First  to  Non-Medicaid  Native  American 

01                   0.00                       0          1,000,000 

0 

1,000,000 

0.00 

0 

1,000,000 

0 

1,000.000 

Total                   5.00      ($1,198,168)       $10,242,121 

$1738,857 

$26,412,810 

5.00 

($872,058) 

$10,078,326 

$18,630,299 

$27,836,567 

DP  9  -  Continuation  of  PSA  for  Medicaid  (Requires  Legislation)  -  This  request  adds  $0.6  million  in  tobacco  settlement 
proceeds  for  Medicaid  matching  funds.  This  request  continues  a  one-time  appropriation  from  prevention  and  stabilization 
account  (PSA)  created  by  the  2003  Legislature  through  SB  485  (17-6-606,  MCA).  The  SB  485  appropriation  was 
removed  from  the  FY  2004  base  budget. 
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Service  Reductions  -  The  executive  budget  does  not  include  information  as  to  what  services  would 
be  reduced  if  this  funding  were  not  approved.  LFD  staff  has  requested  such  information  so  that  the 
legislature  can  make  an  informed  choice  as  to  whether  to  accept  this  proposal.  A  response  was  not 
received  from  HRD. 


DP  38  -  Manage  Medicaid  Pharmacy  Program  -  This  request  funds  1 .00  new  FTE  and  includes  savings  of  nearly  $2 
million  in  general  fund  and  $8  million  in  total  funds.  This  proposal  would  provide  for  the  implementation,  monitoring, 
and  management  of  the  Medicare  "clawback"  provision,  the  utilization  of  prescription  drugs,  the  preferred  drug  list 
program,  and  the  pharmacy  audit  review.  The  clawback  provision  and  changes  in  drug  coverage  due  to  the  Medicare 
Modernization  Act  are  discussed  in  greater  detail  in  the  DPHHS  overview. 

This  proposal  would  fund  contract  increases  to  hire  an  additional  0.50  FTE  pharmacist  to  ensure  Medicaid  recipients  are 
using  prescription  drugs  appropriately.  The  current  contract  supports  0.50  FTE  to  perform  the  pharmacy  case 
management  program.  The  program  has  been  functional  since  October  2003  and  through  June  2004,  the  total  projected 
annualized  cost  savings  are  $449,038  for  FY  2004.  Due  to  several  months  of  start-up,  the  annualized  savings  are 
projected  to  be  $697,000  in  total  funds.  By  hiring  a  new  0.50  pharmacist,  the  HRD  estimates  it  could  double  the  annual 
estimated  savings. 

This  request  would  permanently  fund  the  1 .00  FTE  modified  position  to  administer  the  preferred  drug  list  (PDL)  to  reduce 
the  growth  rate  of  the  Medicaid  Pharmacy  program.  The  PDL  is  a  list  of  preferred  prescriptions  categorized  by 
therapeutic  class  and  developed  by  a  state's  Pharmacy  and  Therapeutics  Committee  for  Prescribers  to  use  in  meeting  the 
drug  therapy  needs  of  their  patients.  Medications  are  preferred  if  they  meet  clinical  and  therapeutic  criteria  established  by 
the  Committee  or  if  the  manufacturer  offers  supplemental  rebates  making  their  product  cost-effective.  Medications  that 
are  not  included  on  the  PDL  can  be  prescribed  and  reimbursed  by  Medicaid  based  on  a  clinical  review  of  appropriateness 
for  a  particular  patient  situation  (Prior  Authorization). 

HRD  estimates  that  the  PDL  would  provide  on-going  savings  of  5  percent  in  FY  2006  and  in  FY  2007.  The  savings  are 
based  on  a  projected  spending  of  $116,714,366  in  FY  2006  and  $127,109,969  in  FY  2007.  The  general  funds  savings 
over  the  biennium  are  estimated  at  $931,663  in  FY  2006  and  $597,193  in  FY  2007. 

This  request  would  also  continue  the  in-depth  audit  program  implemented  in  FY  2005  for  the  Medicaid  Pharmacy 
Program.  The  audits  include  pharmacy  benefit  management,  focused  investigation  audits,  in-store  audits,  desktop  audits 
and  credentialing.  Typically,  companies  that  conduct  pharmacy  audits  are  able  to  recover  approximately  0.5  percent  of 
total  pharmacy  expenditures. 

DP  43  -  Medicaid  Cost  Analysis  -  This  decision  package  funds  2.00  new  FTE  to  perform  analysis  of  the  Medicaid 
services  administered  by  HRD.  Anticipated  projects  include  analysis  of: 

•  Potential  over-payments 

•  Over-utilization  of  physician  services  and  emergency  room  services 

•  Multiple  drug  prescriptions 

The  request  includes  savings  of  $43,752  in  general  fund  and  $291,195  in  total  funds  over  the  biennium. 

DP  44  -  Medicaid  Passport  Services  -  This  request  would  make  permanent  2.00  new  FTE  that  are  currently  in  modified, 
off  budget  positions.  These  positions  are  responsible  for  quality  assurance  and  utilization  review  activities  designed  to 
maintain  and  improve  medical  access  and  quality  of  care  through  the  Medicaid  Passport  program.  HRD  is  estimating 
biennial  savings  of  $26,945  general  fund  and  $55,930  total  funds  due  to  this  change.  DPHHS  hired  staff  to  replace  a 
contracted  function  at  an  estimated  savings  of  $27,000  general  fund  and  $29,000  federal  funds  over  the  2007  biennium. 
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DP  1 10  -  Continuation  of  Hospital  Provider  Tax  (Requires  Legislation)  -  This  proposal  requests  $18  million  «tate  special 
and  $42  million  federal  authority  over  the  biennium  to  continue  the  daily  utilization  fee  paid  by  all  hospitals  and  the 
increased  payments  to  hospitals  providing  Medicaid  services.  The  2003  Legislature  initiated  and  funded  this  program 
through  HB  481 ,  which  terminates  on  June  30,  2005.  This  tax  is  a  method  for  hospitals  to  be  assessed  a  fee  per  inpatient. 
The  state  in  turn  uses  the  fee  income  to  match  with  federal  Medicaid  funds  to  increase  hospital  Medicaid  reimbursements. 

DPHHS  estimates  of  unreimbursed  Medicaid  costs  for  all  hospitals  in  Montana  for  FY  2006  is  $29.5  million,  and  for  FY 
2007  is  $30.3  million.  The  utilization  fee  collected  from  the  hospitals  is  estimated  to  be  $8.5  million  for  FY  2006  and 
$9.1  million  for  FY  2007,  which  is  matched  about  3  to  1  with  federal  funds  to  produce  additional  hospital  Medicaid 
payments  of  $29.5  million  for  FY  2006  and  $30.3  million  for  FY  2007. 

DPHHS  has  requested  legislation  to  continue  this  fee.  LC  135  is  the  bill  draft  request. 

DP  1 12  -  Expand  Nurse  First  to  Non-Medicaid  Native  American  -  This  proposal  establishes  state  special  authority  of  $1 
million  per  year  to  provide  Nurse  First  care  management  services  to  Native  Americans  in  Montana  who  are  not  enrolled  in 
Medicaid.  Medicaid  currently  provides  nurse  advice  line  and  disease  management  services  to  Medicaid  clients,  including 
Native  Americans  on  Medicaid.  These  services  help  clients  determine  when  and  where  to  seek  appropriate  medical  care 
when  they're  sick  or  injured.  DPHHS  anticipates  that  the  Medicaid  Nurse  First  program  would  result  in  savings  due  to 
averted  medical  expenses,  while  providing  a  service  that  improves  the  daily  lives  and  the  overall  health  of  clients.  . 

The  funding  for  these  expanded  services  to  non-Medicaid  Native  Americans  would  come  from  the  health  care  payers  who 
would  save  the  cost  of  averted  medical  services.  This  spending  authority  would  allow  the  department  to  add  the  services 
to  the  existing  contract  with  McKesson  Health  Solutions  and  to  disburse  the  additional  $1  million  in  annual  payments  to 
McKesson. 


1  111) 

1  COMMENT 

Feasibility  of  Proposal  -  The  legislature  may  wish  to  restrict  this  appropriation  if  it  approves  the 
request.    As  of  early  December  2004,  HRD  had  not  received  interest  from  non-Medicaid  service 
providers  to  participate  in  this  proposal. 
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Children's  Health  Care  Resources  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

18.00 

0.00 

0.00 

18.00 

0.00 

0.00 

18.00 

18.00 

Personal  Services 
Operating  Expenses 
Benefits  &  Claims 
Debt  Service 
Total  Costs 

797,195 

983,679 

15,671,951 

2,282 

$17,455,107 

(415) 

28,678 

0 

0 

$28,263 

0 

0 

5,858,796 

0 

$5,858,796 

796,780 

1,012,357 

21,530,747 

2,282 

$23,342,166 

(1,788) 

29,312 

0 

0 

$27,524 

0 

0 

7,591,984 

0 

$7391,984 

795,407 

1,012,991 

23,263,935 

2,282 

$25,074,615 

1,592,187 

2,025,348 

44,794,682 

4,564 

$48,416,781 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

493,360 

2,656,626 

14,305,121 

$17,455,107 

195,245 

5,651 

(172,633) 

$28,263 

937,253 

479,873 

4,441,670 

$5,858,796 

1,625,858 

3,142,150 

18,574,158 

$23,342,166 

269,383 

5,520 

(247,379) 

$27,524 

789,099 

1,124,471 

5,678,414 

$7,591,984 

1,551,842 

3,786,617 

19,736,156 

$25,074,615 

3,177,700 

6,928,767 

38,310,314 

$48,416,781 

Children's  health  care  resources  administers  the  CHIP  program  and  children's  special  health  services.  CHIP  is  the  most 
significant  component  of  the  function  budget,  accounting  for  $24  million  of  the  $25  million  FY  2007  budget  request. 
Children's  special  health  services  manages  two  special  health  clinics  that  treat  children  with  facial  anomalies  such  as  clef 
palate  and  children  with  metabolic  diseases.  Teams  of  medical  specialists  travel  to  different  Montana  locations  where 
children  and  families  can  participate  in  the  clinic.  Funds  that  remain  after  clinic  expenses  have  been  paid  are  used  for 
financial  assistance  to  families  for  payment  of  medical  bills. 

The  2007  biennium  budget  request  adds: 

•  $7.0  million  in  total  funds  ($1 .7  million  in  general  fund)  to  maintain  CHIP  enrollment  at  10,900 

•  $5.0  million  in  total  funds  ($0.1  million  in  donation  state  special  revenue)  to  maintain  base  level  CHIP  enrollment 
program  (10,900) 

•     A  portion  of  FY  2004  CHIP  matching  costs  were  paid  from  a  one-time  allocation  of  general  fund  that  was 
freed  up  to  due  to  federal  fiscal  relief  and  authorized  by  the  Governor 

•  $0.4  million  in  state  special  revenue  payments  from  insurance  and  co-payments  from  parents  whose  children 
participate  in  the  children's  specialty  health  clinics 

General  fund  increases  about  $2  million  over  the  2007  biennium  compared  to  FY  2004  base  expenditures  due  to  federal 
match  rate  changes  for  CHIP  and  due  to  anticipated  declines  in  tobacco  settlement  revenue. 

State  special  revenue  increases  a  net  $2  million,  primarily  due  to  the  addition  of  $5  million  in  donations  to  support  the 
state  CHIP  match  and  a  reduction  of  about  $4  million  in  tobacco  settlement  revenues  allocated  to  CHIP  by  1 7-6-606, 
MCA.  The  reduction  in  tobacco  settlement  revenue  taken  from  CHIP  in  the  executive  budget  exceeds  the  anticipated 
decline  in  total  settlement  revenue.  About  $880,000  per  year  is  transferred  from  CHIP  to  the  Mental  Health  Services 
Plan.  This  change  is  dependent  on  legislation  and  DPHHS  has  requested  LC  1 26. 

Administration  of  CHIP  Program 

When  the  CHIP  program  was  originally  established,  the  Governor  recommended  that  it  be  a  stand-alone  insurance  type 
product  with  benefit  levels  and  coverage  similar  to  that  provided  to  state  employees.  All  benefits  are  provided  through 
contract  with  a  private  insurance  carrier,  except  that  HRD  administers  dental  and  vision  services. 

The  current  contractor: 

Accepts  a  monthly  payment  for  each  eligible  child 

Establishes  payment  rates 

Establishes  a  provider  network 

Pays  all  claims  and  tracks  co-payment  amounts 

Assumes  financial  risks  if  claims  exceed  revenues 
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•  Provides  selected  management  and  claims  payment  data  for  state  administrators 

During  the  fall  of  2004,  the  Legislative  Finance  Committee  heard  an  update  on  the  contract  renegotiation  for  CHIP  benefit 
administration.  HRD  staff  noted  that  the  CHIP  plan  administrator  had  reserves  of  slightly  over  $3  million.  Additionally, 
the  contractor  had  used  some  of  the  reserves  to  fund  charitable  work  of  an  organization  closely  related  to  the  contractor. 

HRD  negotiated  a  contract  renewal  that: 

•  Used  $2  million  of  the  reserve  to  pay  for  FY  2005  CHIP  premiums  in  order  to  maintain  enrollment  at  1 0,900 
children 

•     May  be  an  additional  amount  that  will  be  known  during  early  2005 

•  Did  not  include  a  premium  increase  for  FY  2005 

•  Would  allow  consideration  of  using  future  reserves  as  premium  payments  unless  the  contract  is  canceled 


ISSUE 


State  Administration  of  CHIP  -  HRD  is  developing  a  management  plan  and  cost  estimate  of  assuming 
CHIP  program  administration.  DPHHS  staff  indicates  that  the  plan  should  be  ready  in  time  for  legislative 
consideration.  Members  of  the  Legislative  Finance  Committee  expressed  interest  in  reviewing  this  policy 
issue  so  it  is  included  in  the  legislative  budget  analysis. 


The  legislature  may  wish  to  consider  the  advantages  and  disadvantages  of  HRD  administration  of  the  CHIP  program 
compared  to  continued  contract  administration.  Issues  that  the  legislature  may  want  to  consider  with  regard  to  state 
administration  of  CHIP  include: 

State  assumption  of  risk  compared  to  the  number  of  additional  children  that  could  be  covered 

State  ability  to  negotiate  provider  rates  equal  to  those  paid  by  the  contractor  and  continue  access  to  services 

Increased  administrative  costs  and  burden  for  state  administration 

Transition  planning  and  implementation  if  the  administration  is  moved  to  the  state 

Potential  amendments  that  may  be  required  to  statute,  particularly  53-4-1007  (2),  MCA,  which  requires  DPHHS 

to  allow  a  contractor  to  negotiate  a  price  prior  to  purchasing  a  service  on  a  fee-for-service  basis 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

seal  2006- 

State 

Special 

General 
FTE                  Fund 

Federal 
Special 

Total 
Funds 

FTE 

General             State 
Fund                 Special 

Federal 
Special 

Total 
Fundi 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

32.7S4 

(33,199) 

(755) 

29,433 

31.352 

(33.140) 

(733) 

30,045 

Total  Statewide  Present  Law  Adjustments 

$28,263 

$27,524 

DP  37  -  CHIP  FMAP  Adjustment 

0.00              195,245 

0           (195,245) 

0 

0.00            269,383 

0          (269.383) 

0 

Total  Other  Present  Law  Adjustments 

0.00           $195,245 

$0         ($195,245) 

$0 

0.00          $269383 

$0        ($269383) 

$0 

Grand  Total  All  Present  Law  Adjustments 

$28,263 

$27,524 
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DP  37  -  CHIP  FMAP  Adjustment  -  This  request  provides  an  increase  of  $464,628  general  fund  over  the  biennium,  with  an 
offsetting  decrease  in  federal  funds,  due  to  a  projected  change  in  the  CHIP  federal  match  rate.  The  CHIP  match  rate  is 
based  on  a  state's  federal  Medicaid  match  rate,  except  that  no  state  may  have  a  CHIP  federal  match  rate  greater  than  85 
percent.  The  actual  and  projected  state  match  rates  for  CHIP  by  state  fiscal  year  are: 

•  FY  2004 -18.99  percent 

•  FY  2005 -19.50  percent 

•  FY  2006  -  20.38  percent 

•  FY  2007 -20.91  percent 


New  Proposals 

New  Proposals 

Sub                                              General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  90  -  CHIP  Donations 

02                   0.00                        0 

500,000 

1,978,929 

2,478,929 

0.00 

0 

500,000 

1,899,232 

2,399,232 

DP  1 1 5  -  Specialty  Clinic  Cost  Recovery  (Requires 

Legislation) 

02                  0.00                      0 

200,000 

0 

200,000 

0.00 

0 

200,000 

0 

200,000 

DP  1 50  -  Restore  Children's  Therapeutic  Services 

02                   0.00                        0 

0 

722,970 

722,970 

0.00 

0 

0 

722,970 

722,970 

DP  192  -  CHIP  Enrollment  to  10,900  Children  (Req 

uires  Legislation) 

02                  0.00            937,253 

(220,127) 

1,739,771 

2,456,897 

0.00 

789,099 

424,471 

3,056,212 

4,269,782 

Total                   0.00           $937,253 

$479,873 

$4,441,670 

$5,858,796 

0.00 

$789,099 

$1,124,471 

$5,678,414 

$7,591,984 

DP  90  -  CHIP  Donations  -  The  decision  package  requests  $1  million  state  special  revenue  authority  for  private  donations 
and  close  to  $3.9  million  federal  authority  to  match  CHIP  donations  over  the  biennium.  Since  donations  are  private 
revenue  an  appropriation  is  not  needed  for  the  state  match  for  this  purpose.  Please  see  the  LFD  issue  related  to  use  of 
donations  to  match  federal  CHIP  grant  funds  following  DP  92. 

DP  115  -  Specialty  Clinic  Cost  Recovery  (Requires  Legislation)  -  This  decision  package  requests  $200,000  per  year  in 
state  special  authority  for  the  Children's  Special  Health  Services  (CSHS)  specialty  clinics  to  recover  costs  of  services  from 
patients  and  their  insurance.  These  clinics  provide  comprehensive,  multi-disciplinary  care  for  children  with  cleft, 
craniofacial,  or  metabolic  disorders. 

Currently,  children  who  attend  these  clinics  are  not  charged.  HRD  proposes  to  begin  charging  insurance  and  Medicaid  if 
the  child  is  Medicaid  eligible  to  recover  a  portion  of  the  cost.  The  annual  cost  of  these  clinics  is  $178,155.  Recovering  a 
portion  of  the  cost  for  these  activities  would  free  up  federal  Maternal  Child  Health  block  grant  funds  to  be  used  for  other 
services  for  children  with  special  health  care  needs. 

The  specialty  clinic  structure  has  been  in  place  since  1949.  Cleft/craniofacial  services  are  provided  as  a  means  for 
families  to  access  all  specialists  in  one  visit,  rather  than  multiple  single  visits  to  various  specialists  in  order  to  increase 
coordination  and  decrease  family  stressors.  The  metabolic  clinic  began  in  1993  as  a  means  to  bring  specific  sub-specialists 
into  the  state  to  provide  the  expertise  for  medically  complex  issues.  This  specialty  clinic  eliminates  the  need  for  families 
to  travel  to  Denver  or  Salt  Lake  City  for  care. 


LFD 
1SSUF 


Use  of  Health  Specialty  Clinic  Fees  as  CHIP  Match  and  Legislation  -  The  executive  budget  includes  two 

errors  related  to  this  proposal.    First,  the  fees  generated  from  children's  specialty  are  included  as  CHIP 

matching  funds  rather  than  budgeted  in  support  of  additional  services  for  the  population  paying  the  fees. 

The  legislature  may  wish  to  consider  directing  staff  to  allocate  the  appropriation  for  fee  income  to 

children's  special  health  services  if  it  approves  the  request.    Second,  there  is  no  legislation  required.    However,  the 

legislature  could  require  DPHHS  to  bill  third  party  payors  and  collect  co-payments  based  on  ability  to  pay  if  it  believes 

that  collections  should  be  required  and  not  optional.  This  option  would  require  legislation. 
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Costs  of  Children's  Special  Health  Clinics 

The  costs  of  children's  special  health  clinics  are  recorded  as  operating  costs  in  the  contracted  services  category  of 
expenditure.  These  costs  (about  $449,000  annually),  which  include  prescription  services,  consulting  costs,  and  medical 
services,  may  be  more  appropriately  budgeted  and  expended  as  grant  or  benefit  expenditures. 


LFD 

issui: 


Recording  Costs  as  Operating  Expenditures  Instead  of  Grants  or  Benefits  -  The  children's  special  health 
services  provides  free  medical  clinics  to  children  with  facial  anomalies  such  as  clef  palate  and  children 
with  metabolic  diseases.  The  services  are  provided  through  contracts  and  recorded  as  operating  costs 
instead  of  benefits  or  grants. 


This  issue  is  also  discussed  in  the  Public  Health  and  Safety  Division  budget  narrative  ,  only  in  HRD  the  issue  is  related 
to  a  single  program  rather  than  several  programs.  Please  see  the  Public  Health  and  Safety  Division  (program  07)  for  a 
more  detailed  discussion  of  the  issue.  However,  the  summary  of  the  major  components  of  this  issue  are: 

•  There  is  inadequate  guidance  from  either  the  Department  of  Administration  or  in  statute  to  clarify  the  difference 
in  contracted  services  operating  expenditures  and  contracted  services  expenditures  that  benefit  individuals 
directly  or  indirectly 

•  The  lack  of  clarity  may  negate  intended  legislative  fiscal  and  budget  policy  outcomes,  including  the 
reappropriation  over  two  years  of  up  to  30  percent  of  unexpended  appropriations  for  personal  services, 
operating,  and  equipment  (17-7-304,  MCA) 

•  Recording  costs  that  benefit  individuals  directly  or  indirectly  as  operating  costs: 

•  Overstates  costs  of  supporting  the  "bureaucracy" 

•  Understates  costs  that  are  delivered  by  contractors  throughout  the  state 

•  Understates  costs  that  directly  or  indirectly  benefit  individuals 

The  legislature  could  consider  directing  LFD  staff  to  move  the  contracted  services  costs  for  clinic  services  and  the 
$200,000  annually  in  revenue  expected  to  be  collected  from  insurance  and  co-payments  into  the  benefit  or  grant 
category  of  expenditure. 


DP  1 50  -  Restore  Children's  Therapeutic  Services  -  This  decision  package  requests  $722,970  per  year  in  federal  funding 
for  children's  therapeutic  services  that  were  eliminated  in  the  Mental  Health  Services  Plan  /  Children's  Health  Insurance 
Program  benefit  package  in  August,  2002  as  part  of  budget  reductions  to  avoid  general  fund  cost  overruns.  Those  services 
included  therapeutic  family  and  group  care,  therapeutic  aide  services,  outpatient  therapy  sessions  that  exceed  20  per 
benefit  year  reimbursed  by  the  CHIP  benefit,  respite  care,  child  and  adolescent  day  treatment,  comprehensive  school  and 
community  treatment  (school-based  mental  health),  and  residential  treatment  in  excess  of  the  CHIP  inpatient  benefit. 
HRD  staff  estimates  that  as  many  as  280  children  would  be  served. 


Ill) 
ISSUE 


State  Match  and  Cost  Estimate  for  Expanded  Mental  Health  Services  under  CHIP  -  LFD  staff 
requested  that  HRD  provide  documentation  as  to: 


•  What  the  source  of  state  match  would  be 

•  How  costs  were  calculated  for  this  expansion 

•  What  services  specifically  are  included  in  the  expanded  benefit 

•  What  service  limitations  would  be 

Without  this  information  it  is  not  possible  to  determine  whether  it  would  be  reasonable  to  assume  that  services  would  be 
delivered  if  the  source  of  state  match  is  undetermined  and  what  the  appropriation  would  support.  Additionally,  the 
legislature  may  wish  to  consider  what  other  services  HRD  would  potentially  reduce  to  fund  the  match. 


DP  192  -  CHIP  Enrollment  to  10,900  Children  (Requires  Legislation)  -  This  decision  package  requests  $6.7  million  over 
the  biennium.  This  request  includes  an  increase  of  $1.7  million  in  general  fund  and  a  decrease  of  $3.6  million  in  tobacco 
settlement  state  special  revenue,  along  with  increases  of  $3.8  million  in  state  special  revenue  from  donations  and  $4.8 
million  in  matching  federal  funds. 
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LFD 
ISSUE 


Number  of  Children  Covered,  Use  of  Donations,  Tobacco  Settlement  Funds  for  CHIP  Match,  and  Increase  for 
a  Sustainable  Program  -  There  are  several  issues  related  to  the  executive  budget  request  for  the  CHIP 
program: 

Number  of  children  covered 

Use  of  donations  as  a  state  match 

Diversion  of  tobacco  settlement  funds  that  support  CHIP  match  to  other  programs 

Premium  increase  assumptions 

Balance  of  increase  in  children  covered  and  sustainability 

Executive  Proposal  for  CHIP  Match/Number  of  Children  Covered 

Figure  48  shows  the  state  CHIP  matching  funds  by  source  of  revenue  that  are  included  in  the  executive  budget.  The  total 
amount  included  for  CHIP  match  exceeds  the  FY  2004  base  budget  if  all  sources  of  revenue  were  to  be  realized. 
However,  it  is  highly  unlikely  that  private  donations  would  be  received  in  the  amount  reflected  in  the  executive  budget. 
Furthermore,  private  funds  may  be  expended  without  an  appropriation  from  the  legislature. 

The  level  of  "hard"  match  for  CHIP  included  in  the  executive  budget  is  20  to  24  percent  lower  than  base  budget 

expenditures.    If  the  legislature  wishes  to  continue  funding 

for  CHIP  near  the  level  achieved  during  the  2005  biennium 

(10,900)  it  would  need  to  appropriate  additional  funds  of 

about  $  1  million  per  year.    The  annual  number  of  children 

covered  in  Figure  48  is  based  on  the  FY  2005  premium  level 

of  $1,547. 16  annually. 


Figure  48 

CHIP  State  Matching  Funds 

FY  2004  Base  Compared  to  Executive  Budget  Request 

Fund  Source                                          FY  2004 

FY  2006        FY  2007 

Executive  Proposal 

General  Fund                                        $492,160 
Tobacco  Settlement                               2.656.626 

$1,624,658    $1,550,642 
880.201         850.015 

| Subtotal  "Hard"  Match                          $3,148,786 

$2,504,859    $2,400,657  | 

Percent  Change  From  Base 
Children  Covered  Based  on                      10,435 
FY  2005  Premium  Level  -  $1,547  Annually 

-20%             -24% 
7,943             7,956 

Donations*                                                      $0 

$2,061,949    $2,736,602 

Total  Executive  Match                          $3,148,786 

$4,566,808    $5,137,259 

Funds  Needed  Above  Hard  Match  in  Executive  Proposal  to  Maintain 

Enrollment  at  10.900 
State  Match 

$932,708      $952,319 

•Private  donations  do  not  require  an  appropriation. 

Diversion  of  Base  Level  Funding  for  State  Match  for  CHIP 

The  reason  that  the  "hard"  state  match  for  CHIP  in  the  2007 
biennium  executive  request  declined  is  that  CHIP  matching 
funds  were  diverted  to  other  programs  in  the  executive 
budget.  Nearly  the  entire  FY  2004  base  funding  for  CHIP 
match  was  paid  by  tobacco  settlement  proceeds.  However, 
the  executive  budget  reallocated  about  $1  million  per  year  of 
tobacco  settlement  proceeds  from  CHIP  to  the  Mental  Health 
Services  Plan  and  has  requested  legislation  to  amend  17-6- 
606,  MCA  (LC  126). 

One  reason  that  a  portion  of  the  CHIP  state  match  was 

diverted  to  other  uses  is  that  the  revenue  from  the  tobacco  lawsuit  settlement  is  estimated  to  decline  during  the  2007 
biennium.  The  executive  reduced  CHIP  funds  to  shore  up  other  uses  and  other  programs.  If  the  legislature  wishes  to  fully 
fund  CHIP  and  other  programs  that  were  supported  by  tobacco  settlement  revenues  in  the  2005  biennium  it  would  need  to 
find  another  source  of  revenue.  This  issue  is  discussed  more  fully  in  the  DPHHS  overview. 

Use  of  Donations  as  State  Match 

Press  reports  in  late  November  2004  noted  that  the  executive  budget  included  private  donations  as  CHLP  match  as  a  "place 
holder"  in  anticipation  of  passage  of  1-149  (amendment  to  16-1 1-111,  MCA),  which  increased  cigarette  taxes  by  $1  per 
pack  and  allocated  44  percent  of  the  proceeds  to  a  state  special  revenue  account  to  be  used  for  health  and  Medicaid 
initiatives  (16-11-119,  MCA).  A  portion  of  the  account  is  to  be  used  to  maximize  enrollment  in  the  CHIP  program  and 
may  only  be  used  for  CHIP  match. 
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111) 

ISSUK 

COM. 


The  statute  further  states  that  the  funding  in  the  account. .  ."is  intended  to  increase  enrollment  rates  for 
eligible  children  in  the  program  and  not  to  be  used  to  support  existing  levels  of  enrollment  based  upon 
appropriations  for  the  biennium  ending  June  30,  2005."  (53-6-206(3)(a),  MCA).   The  language  in  the 
initiative  directs  "non-supplantation"  of  existing  state  matching  CHIP  revenues  with  the  new  cigarette  tax  revenues. 


LFD  staff  discussed,  with  legislative  legal  staff,  the  meaning  of  5 3 -6-2-6(3 )(a),  MCA.  Legal  staff  concluded  that  the 
language  is  clear.  Funds  from  the  $1  per  pack  cigarette  tax  must  be  used  for  increased  CHIP  enrollment  above  the  FY 
2005  appropriation  level.  If  the  legislature  accepts  the  executive  premise  that  base  level  CHIP  program  expenditures  be 
funded  from  increased  cigarette  tax  revenues,  53-6-2 -6(3)(a),  MCA  should  be  amended  to  allow  such  a  use. 

Premium  Increase  Assumptions 

The  executive  budget  includes  annual  premium  increases  of  1 0  percent  for  CHIP  insurance  coverage.  This  is  the  first 
time  that  an  executive  request  has  included  premium  increases  in  the  budget  for  CHIP  and  the  legislature  has  never 
anticipated  such  increases. 

There  are  two  schools  of  thought  on  inclusion  of  premium  increases.  First,  planning  for  premium  increases  can  help 
maintain  a  known  level  of  CHIP  coverage  so  that  HRD  does  not  have  to  reduce  enrollment  to  fund  unplanned  premium 
increases.  On  the  other  hand,  the  insurance  carrier  may  request  the  full  known  amount  of  the  premium  increase  that  has 
been  built  into  the  budget,  potentially  undermining  the  ability  of  HRD  to  negotiate  the  most  cost  effective  premium. 

The  legislature  may  wish  to  review  increase  assumptions,  particularly  in  light  of  the  lack  of  provider  rate  increases  in 
other  areas  of  the  executive  budget. 


Sustainable  Program 

During  past  legislative  sessions  and  recently  due  to  the  passage  of  1-149,  legislators  and  interested  persons  have  requested 
information  on  the  level  of  state  match  that  would  be  needed  to  fully  use  the  federal  CHIP  grant  for  a  sustainable  program. 


Ill) 
COMMENT 


Sustainable  Program  -States  receive  a  fixed  annual  grant  for  CHIP  that  must  be  matched  by  state 
funds,  with  the  state  match  rate  determined  by  the  federal  Medicaid  match  rate.  States  have  three 
years  to  fully  expend  federal  CHIP  grant  funds  and  then  the  unspent  balance  reverts  to  the  federal 
government.  Some  of  reverted  funds  have  been  redistributed  to  states,  with  higher  allocations  going 
to  states  that  have  fully  expended  their  federal  CHIP  grants. 

Montana  has  reverted  about  $9  million  of  its  unexpended  CHIP  grant  authority  and  is  scheduled  to  potentially  receive 
$1  million  in  redistributions  in  February  2005.  During  previous  sessions,  legislators  have  considered  what  level  of 
CHIP  enrollment  could  be  achieved  that  would  create  a  sustainable  program,  meaning  that  federal  grant  funds  would  be 
used  in  such  a  way  as  to  maximize  enrollment  without  creating  expenditure  levels  that  would  necessitate  sudden, 
unexpected  reductions  in  enrollment  due  to  exhausting  federal  funds. 

A  recent  report  by  DPHHS  on  creating  an  expanded,  sustainable  program  concluded: 

•  Enrollment  levels  could  be  increased  up  to  13,900  children  annually,  for  a  four  year  period 

•  The  available  federal  grant  funds  would  be  spent  over  that  time  period 

•  If  an  increase  in  federal  grant  funds  or  federal  redistribution  funds  were  not  made  available,  CHIP  enrollment 
would  need  to  be  reduced  to  a  much  lower  level  in  FY  2010 

•  To  increase  CHIP  enrollment  by  3,000  children  would  require  fully  funding  the  base  budget  and  additional  state 
funds  of  $1,547,308  in  FY  2006,  and  $1,663,856  in  FY  2007 

•  The  estimate  includes  both  the  cost  of  benefits  and  a  staffing  increase  to  serve  the  additional  children 
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Children's  Mental  Health  Services  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

5.00 

0.00 

12.00 

17.00 

0.00 

12.00 

17.00 

17.00 

Personal  Services 
Operating  Expenses 
Grants 

Benefits  &  Claims 
Total  Costs 

150,848 

989,419 

0 

60,837,251 

$61,977318 

113,432 

(65) 

0 

1,469,120 

$1382,487 

514,755 

404,274 

597,918 

(875,000) 

$641,947 

779,035 

1,393,628 

597,918 

61,431,371 

$64,201,952 

113,256 

(62) 

0 

2,123,530 

$2,236,724 

513,356 

448,130 

1,304,061 

(850,000) 

$1,415,547 

777,460 

1,437,487 

1,304,061 

62,110,781 

$65,629,789 

1,556,495 

2,831,115 

1,901,979 

123,542,152 

$129,831,741 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

12,769,756 

233,552 

48,974,210 

$61,977318 

482,288 

0 

1,100,199 

$1382,487 

(55,958) 

0 

697,905 

$641,947 

13,196,086 

233,552 

50,772,314 

$64,201,952 

690,683 

0 

1,546,041 

$2,236,724 

(54,354) 

0 

1,469,901 

$1,415,547 

13,406,085 

233,552 

51,990,152 

$65,629,789 

26,602,171 

467,104 

102,762,466 

$129,831,741 

The  children's  mental  health  function  administers  Medicaid  mental  health  services  for  children  as  well  as  providing 
primary  DPHHS  staff  support  in  the  development  of  a  system  of  care  for  children.  The  2007  biennium  budget  request 
grows  about  $7  million  total  funds  ($1  million  general  fund)  over  the  FY  2004  base  budget  expenditures.  The  primary 
components  of  the  net  increase  are: 

•  Medicaid  caseload  changes  that  add  $2.5  million  total  funds  ($1.1  million  general  fund) 

•  Federal  grant  funds  for  7.00  new  FTE  and  $6  million  to  implement  a  system  of  care  for  children 

•  Funding  for  5.00  new  FTE  with  a  net  reduction  of  $1  million  total  funds  and  about  $0.1  million  general  fund  due 
to  anticipated  savings  in  mental  health  services  costs 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

124,445 

(11,013) 

(65) 

124,262 

(11,006) 

(62) 

Total  Statewide  Present  Law  Adjustments 

$113367 

$113,194 

DP  17  -  Medicaid  Caseload  -  Children's  Mental  Health 
0.00            425,604 

0 

1,043,516 

1,469,120 

0.00 

634,086 

0 

1 ,489,444 

2,123,530 

Total  Other  Present  Law  Adjustments 

0.00            $425,604 

SO 

$1,043,516 

$1,469,120 

0.00 

$634,086 

$0 

$1,489,444 

$2,123,530 

Grand  Total  All  Present  Law  Adjustments 

$1382,487 

$2,236,724 

DP  1 7  -  Medicaid  Caseload  -  Children's  Mental  Health  -  This  request  adds  close  to  $3.6  million  in  all  funds,  including 
nearly  $1.1  million  in  general  fund  and  $2.5  million  in  federal  funds,  over  the  biennium  for  Medicaid  caseload  growth  in 
the  Children's  Mental  Health  program.  The  increase  is  1 .34  percent  per  year,  which  is  much  lower  than  Medicaid  cost 
increases  over  the  last  four  years.  Service  reductions  and  other  cost  saving  measures  implemented  during  the  2003 
biennium  appear  to  have  slowed  cost  growth. 
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New  Proposals 


New  Proposals 

Sub 
Program 


FTE 


General 
Fund 


-Fiscal  2006 — 
State 
Special 


Federal 

Special 


Total 
Funds 


FTE 


Fiscal  2007- 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


DP  42  -  Enhance  Efficiency  of  Children's  Mental  Health  Svc 

03  5.00  (55,958)  0 

DP  146  -  Develop  System  of  Care  for  Children 

03  7.00  0  0 


Total 


12.00  (SSS,958) 


$0 


(418,384)  (474,342) 

1,116,289  1,116,289 

$697,905  $641,947 


5.00     (54,354) 

7.00  0 

12.00     ($54,354) 


0    (395,714)    (450,068) 

0    1,865,615    1,865,615 

SO    $1,469,901    S1,415,S47 


DP  42  -  Enhance  Efficiency  of  Children's  Mental  Health  Svc  -  This  request  funds  5.00  new  FTE  for  children's  mental 
health  services.  The  duties  of  the  new  FTE  would  be  to  monitor  contracted  services,  and  to  identify  and  resolve  problems. 
HRD  anticipates  the  new  FTE  would  enhance  efficiency  of  services  to  severely  emotionally  disturbed  (SED)  youth  and 
families  through  coordination  and  development  of  Kids  Management  Authorities  (KMAs),  improve  treatment 
coordination  planning  among  multiple  agencies,  and  facilitate  problem  resolution  at  the  local  level.  This  request  is 
projected  to  generate  savings  of  $1 10,312  in  general  fund  and  $924,410  in  total  funds  over  the  biennium. 


LFD 

COiMMKNT 


Systems  of  Care  -  The  DPHHS  overview  includes  a  discussion  of  the  development  of  a  children's 
system  of  care.  Children's  mental  health  services  administered  by  HRD  are  a  significant  component 
of  the  system,  particularly  since  the  division  manages  the  major  funding  stream  for  mental  health 


services  for  children. 


DP  146  -  Develop  System  of  Care  for  Children  -  This  request  adds  almost  $3.0  million  federal  grant  funds  from  the 
Substance  Abuse  and  Mental  Health  Services  Administration  (SAMHSA)  that  support  7.00  new  FTE  as  well  as  other 
functions.  This  grant  is  intended  to  assist  Montana  in  the  development  of  a  system  of  care  for  children  with  SED,  and  to 
implement  and  expand  local  Kids  Management  Authorities.  The  grant  requires  a  25  percent  match  (either  state  or  in 
kind). 

Four  of  the  FTE  would  be  located  in  Helena,  while  the  remaining  three  would  be  field  staff  located  at  local  project  sights. 
These  staff  would  carry  out  the  terms  of  the  federal  contract/grant,  which  include  administration  of  the  grant,  data 
collection,  analysis  and  reporting,  training  coordination,  social  marketing  and  communication  efforts,  development  of 
parent  advocacy  organizations,  and  improvement  of  the  children's  mental  health  service  delivery  system  for  SED  youth. 


Ill) 

issue 


Amount  of  Grant  and  Match  -  The  executive  budget  documentation  does  not  indicate  where  savings  will 
be  generated  for  the  grant  matching  funds.  LFD  staff  has  requested  clarification  about  the  source  of 
matching  funds.  Additionally,  there  is  a  small  discrepancy  between  the  FY  2006  federal  funding  request 
and  the  documentation. 


Executive  budget  documentation  provides  the  following  grant  amounts  and  required  match:  "In  FY  2006,  the  grant 
amount  of  $1,490,665  would  be  funded  by  $1,1 15,665  federal,  $50,000  state,  and  $325,000  cash  or  in-kind  match.  In 
FY  2007,  the  $2,490,615  grant  would  be  funded  by  $1,865,615  federal,  $50,000  state,  and  $575,000  cash  or  in-kind 
match." 

LFD  staff  requested  documentation  as  to  the  source  of  state  matching  funds,  but  did  not  receive  a  response  from  HRD. 
The  legislature  may  wish  to  review  the  source  of  state  matching  funds  so  that  it  can  determine  whether  and  how  other 
program  priorities  might  be  affected. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

193.44 

(0.65) 

0.00 

192.79 

(0.65) 

0.00 

192.79 

192.79 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Transfers 

6,878,677 

5,100,488 

69,036 

7,226,930 

175,529,268 

0 

938,994 
350,126 

0 

137,721 

10,463,589 

0 

0 

287,112 

85,000 

257,000 

2,093,521 

0 

7,817,671 

5,737,726 

154,036 

7,621,651 

188,086,378 

0 

952,592 
339,097 

0 

137,721 

15,122,648 

0 

0 
250,000 

0 

257,000 

2,829,709 

0 

7,831,269 

5,689,585 

69,036 

7,621,651 

193,481,625 

0 

15,648,940 

11,427,311 

223,072 

15,243,302 

381,568,003 

0 

Debt  Service 

15,912 

0 

0 

15,912 

0 

0 

15,912 

31,824 

Total  Costs 

$194,820311 

$11,890,430 

$2,722,633 

$209,433374 

$16352,058 

$3336,709 

$214,709,078 

$424,142,452 

General  Fund 
State/Other  Special 
Federal  Special 

37,464,018 

14,355,230 

143,001,063 

8,177,313 

3,612,457 

100,660 

810,441 

576,112 

1,336,080 

46,451,772 

18,543,799 

144,437,803 

9,507,394 
4,748,598 
2,296,066 

1,042,612 

454,000 

1,840,097 

48,014,024 

19,557,828 

147,137,226 

94,465,796 

38,101,627 

291,575,029 

Total  Funds 

$194,820311 

$11,890,430 

$2,722,633 

$209,433374 

$16352,058 

$3336,709 

$214,709,078 

$424,142,452 

Program  Description 

The  Senior  and  Long  Term  Care  Division  (SLTC)  plans,  administers,  and  provides  publicly-funded  long-term  care 
services  for  Montana's  senior  citizens  and  persons  with  physical  disabilities.  In  addition,  the  division  provides  education 
and  support  regarding  aging  and  long-term  care  issues  to  Montanans  of  all  ages.  The  division  makes  services  available 
through  six  major  programs: 

1)  Office  on  Aging  provides  meals,  transportation,  public  education,  information  and  assistance,  long-term  care 
ombudsman,  and  other  services; 

2)  Medicaid  Community  Services  Program  pays  for  in-home,  assisted  living,  and  other  community-based  services 
to  Medicaid-eligible  individuals  as  an  alternative  to  nursing  home  care; 

3)  Medicaid  Nursing  Facility  Program  pays  for  care  to  Medicaid-eligible  individuals  in  94  Montana  nursing  homes; 

4)  Adult  protective  services,  including  the  investigation  of  abuse,  neglect,  and  exploitation,  are  provided  by 
protective  services  social  workers; 

5)  Skilled  nursing  care  is  provided  to  veterans  at  the  105-bed  Montana  Veterans'  Home  (MVH)  in  Columbia  Falls 
and  the  80-bed  Eastern  Montana  Veterans'  Home  in  Glendive;  and 

6)  State  Supplemental  Payments  Program  pays  for  a  portion  of  the  room  and  board  costs  for  SSI  eligible  individuals 
residing  in  designated  residential  care  facilities. 

Statutory  References:  Aging  Services,  52-3-201  et  seq.,  MCA,  (Protection  Services  Act  for  Aged  Persons  or  Disabled 
Adults),  52-3-501  et  seq.,  MCA,  (Montana  Older  Americans  Act),  52-3-801  et  seq.,  MCA,  (Montana  Elder  and 
Developmentally  Disabled  Abuse  Prevention  Act);  P.L.89-75  (Federal  Older  Americans  Act),  P.L.  93-66  Section  212, 
P.L.  93-233  (authorizes  states  to  supplement  the  Supplemental  Security  Income  Amendments  to  the  (SSI)  Payments 
Program  Social  Security  Act);  Veteran's  Homes,  10-2-401,  MCA  (authorizes  and  establishes  Montana  Veteran's  Homes); 
53-1-602,  MCA  (Eastern  Montana  Veteran's  Home);  Medicaid,  Title  53,  Chapter  6,  MCA;  Title  19,  Social  Security  Act 
42  USC  1396  et.  seq.  (establishes  and  authorizes  Medicaid  Program 
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Program  Highlights 


Senior  and  Long  Term  Division  (SLTC) 
Major  Budget  Highlights 


Changes  in  the  federal  Medicaid  match  increase  general  fund  match 

requirements  by  $16  million  and  reduce  federal  funds  by  a  like  amount 

in  the  2007  biennium  budget  request 

Medicaid  service  increases  and  proposed  expansions  add  $18  million 

total  funds,  including  $3  million  general  fund 

The    executive    budget    continues    one-time    diversion    of  tobacco 

settlement  revenues  from  tobacco  prevention  and  control  to  fund  a 

substantial  share  of  state  matching  funds  hospice  and  home  health 

therapy  Medicaid  services 

The  executive  budget  includes  about  $0.5  million  to  continue  2005 

biennium  Meals  on  Wheels  funding  that  was  supported  by  one-time 

federal  fiscal  relief  funds 


Major  LFD  Issues 


LFD  estimate  of  nursing  home  Medicaid  costs  is  lower  than  executive 
estimate  by  $7  million  total  funds,  including  $2  million  general  fund 
The  legislature  could  consider  structuring  appropriations  for  home  and 
community  based  services  in  such  a  way  as  to  recognize  the  impact 
expansion  of  these  services  have  on  helping  to  maintain  or  lower 
nursing  home  costs 

The  legislature  may  receive  pressure  to  increase  nursing  home  rates  if 
Medicaid  Intergovernmental  Transfer  (IGT)  program  is  scaled  back 


Program  Narrative 

The  2007  biennium  budget  request  for  SLTC  grows  about  $35  million  total  funds  ($20  million  general  fund)  compared  to 
base  budget  expenditures.  Most  of  the  change  is  in  the  Medicaid  services  function,  which  accounts  for  91  percent  of  the 
FY  2007  request  (see  Figure  49).  Aging  and  veterans'  services  each  account  for  about  4  percent  of  the  division  request. 
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The  Medicaid  function  shows  the  largest  increase  growing  from  $177  million  in  the  base  budget  to  $195  million  in  the  FY 
2007  request,  or  an  increase  of  $18  million.  Comparatively,  veterans'  services  grow  from  $7  to  $9  million  over  the  same 
time  period  and  aging  services  remain  relatively  constant  at  around  $9  million.  The  change  in  the  division  administration 
function  budget  is  negligible  -  under  $400. 

General  fund  support  increases  from  19  percent  of  base  budget  expenditures  to  22  percent  in  FY  2007.  About  $16  million 
of  the  general  fund  expansion  is  due  largely  to  the  increases  in  state  Medicaid  match  rate  because  of: 

•  The  temporary  enhancement  of  the  federal  match  rate  (2.95  percent)  in  FY  2004,  which  causes  an  offsetting 
increase  in  state  match  rates  during  each  year  of  the  2007  biennium 

•  Annual  adjustments  in  state  Medicaid  match  rates  determined  by  changes  in  state  per  capita  income  compared  to 
national  per  capital  income 

The  rest  of  the  general  fund  growth  is  due  to  increases  in  Medicaid  caseloads  and  service  utilization  as  well  as  proposals 
to  expand  community  services.  A  request  to  continue  Meals  on  Wheels  at  the  FY  2004  expenditure  level,  which  is 
partially  funded  by  a  one-time  appropriation  of  federal  fiscal  relief  funds,  adds  about  $0.5  million  general  fund. 

State  special  revenue  increases  about  $9  million  over  the  2007  biennium  compared  to  base  budget  funding.  The  largest 
changes  are  in: 

•  County  revenues  that  fund  a  nursing  home  Medicaid  intergovernmental  transfer  (IGT) 

•  Nursing  home  bed  tax  revenues  that  are  used  as  state  match  to  increase  Medicaid  nursing  home  rates 

•  Cigarette  tax  revenue,  which  supports  the  two  veterans'  homes 

Federal  funds  grow  about  $6  million  over  the  biennium  compared  to  base  budget  funding.  The  increase  is  due  to: 

•  Changes  in  Medicaid  caseload  and  service  utilization,  including  service  expansion 

•  Growth  in  federal  reimbursement  for  Montana  veterans'  homes 

•  Additional  federal  aging  grant  funds 

SL  TC  Functions 

Figure  49  shows  the  SLTC  budget  request  and  base  budget  expenditures  by  function  and  fund  source.  Medicaid  services 
are  the  most  significant  function  from  a  budget  standpoint  and  use  $44  million  of  the  $48  million  general  fund  request  in 
FY  2007.  The  remaining  $4  million  general  fund  is  allocated  to: 

•  Adult  protective  services  -  $1 .4  million 

•  Grants  to  local  agencies  for  aging  services  -  about  $  1 .2  million 

•  Administration  of  Medicaid  services  and  general  division  administration  -  about  $1 .4  million 

Nursing  Home  Services 

Nursing  home  services  are  the  largest  Medicaid  function  and  the  single  largest  budget  component  of  the  division,  with  57 
percent  of  the  total  FY  2007  budget  request.  If  intergovernmental  transfer  (IGT)  payments  for  nursing  homes  are  added, 
the  Medicaid  nursing  home  component  grows  to  68  percent  of  the  total  FY  2007  request. 

Nursing  Home  Caseload/Cost  Estimate 

The  SLTC  request  is  based  on  a  very  small  increase  in  the  number  of  persons  accessing  Medicaid  nursing  home  services. 
For  the  last  several  biennia,  LFD  staff  has  estimated  a  lower  nursing  home  caseload  than  the  executive.  The  2007 
biennium  is  no  exception;  LFD  estimates  of  nursing  home  caseload  growth  are  again  lower  than  those  the  executive. 


Nursing  Home  Cost  Estimates  -  The  difference  between  the  executive  request  and  LFD  estimate  of 
Medicaid  nursing  home  costs  is  nearly  $7  million  total  funds  over  the  biennium,  which  includes  $2 
million  general  fund.    Medicaid  nursing  home  costs  are  driven  by  two  variables:    1)  the  average  daily 

rate;  and  2)  the  number  of  days  of  care.  The  executive  and  LFD  use  different  daily  rates  and  a  different  number  of  days 

of  care,  which  is  shown  in  Figure  50. 
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The  executive  bases  its  estimate  on  a  daily  rate  of 
$98.69,  which  is  $0.90  higher  than  the  rate  used  by 
the  LFD.  The  difference  between  the  two  estimates 
is  the  amount  that  the  executive  expects  the  increase  in  the  bed  tax  to 
generate,  which  would  to  raise  the  daily  rate  by  $0.90  from  the  estimated 
FY  2005  level.  A  portion  of  the  nursing  home  bed  tax  ($4.20  of  the 
$7.00  total  per  day  on  all  occupied  beds)  is  used  as  state  match  to  draw 
federal  Medicaid  funds  to  increase  Medicaid  rates  for  nursing  care 
services.  The  legislature  may  wish  to: 

•  Review  rate  estimates  during  its  deliberations  and  adopt  either 
the  LFD  or  DPHHS  rate,  or 

•  Segregate  and  condition  any  amount  approved  for  the  daily  rate 
increase  due  to  the  bed  tax  so  that  rates  increase  only  as  much  as 
the  bed  tax  matching  funds  allow 

The  average  daily  rate  paid  for  Medicaid  nursing  home  care  has 
increased  steadily  from  FY  1991  through  FY  2007.  The  rate  in  Figure 
51  shows  the  Medicaid  portion  of  the  rate  as  well  as  the  patient 
contribution.  Rate  growth  is  the  primary  reason  that  Medicaid  nursing 
home  costs  have  increased  over  the  last  several  years,  because  the 
number  of  days  of  care  has  steadily  declined  since  FY  1995. 


Figure  51 

Total  Medicaid  Nursing  Home  Daily  Rate 
Including  Patient  Contribution  But  Not  IGT 
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Figure  50 

Medicaid  Nursing  Home  Costs 
Executive  Budget  Compared  to  LFD  Estimate 

Executive 
Fiscal  Year              Request 

LFD 

Estimate 

LFD  Over 

(Under)  Exec. 

| FY  2004* 
Days  of  Care           1,242,850 
Rate                            $93.79 
Total              $116,566,902 

| FY  2005* 
Days  of  Care          1,223,754 
Rate                            $97.79 
Total              $119,670,904 

|FY2006 

Days  of  Care           1,226,813 
Rate                            $98.69 
Total                 $121,069,496 
State  Match         $35,461,255 

1,211,516 

$97.79 

$118,474,195 

$34,701,092 

1,199,401.30 

$97.79 

$117,289,453 

$35,093,004 

(15,297) 

($0.90) 

($2,595,301) 

($760,164) 

(30,479) 

($0.90) 

($4,082,716) 

($1,221,549) 

|FY  2007           | 

Days  of  Care           1,229,880 

Rate                            $98.69 

Total              $121,372,169 

State  Match         $36,314,553 

|  General  Fund  -  Biennial  Difference 

($1,981,712)1 

•FY  2004  based  on  actual  expenditures  and  FY  2005  based 
on  DPHHS  estimate. 

The  executive  budget  request  is  based  on  a 
0.25  percent  (1/4  of  1  percent)  increase  in  the 
number  of  Medicaid  days  of  care  each  year, 
which  equates  to  an  additional  8  persons 
accessing  nursing  home  care  each  year. 
Although  that  is  a  very  small  increase,  the 
number  of  nursing  home  Medicaid  days  of 
care  has  declined  between  1  to  2  percent 
annually  over  the  last  5  years.  The  LFD 
estimate  uses  a  1  percent  annual  decline  in  the 
number  of  days  of  care  from  the  FY  2005  level 
estimated  by  DPHHS. 

Figure  52  illustrates  the  number  of  Medicaid 
days  of  nursing  home  care  from  FY  1991 
through  FY  2007.  FY  2006  and  FY  2007 
reflect  LFD  estimates. 
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There  are  any  number  of 
reasons  why  the  Medicaid 
days  of  care  has  declined.  But  one  important 
reason  is  expansion  of  community  services  that 
help  maintain  persons  in  their  own  home  or  in 
assisted  living  group  care  situations.  The 
community  service  expansion  has  occurred  in 
both  the  private  and  public  paid  markets. 


The  executive  budget  includes  a  request  to 
expand  community  based  waiver  services  as 
well  as  an  increase  in  home  based  entitlement 
services.  If  the  legislature  approves  the 
community  and  home  services  expansions,  that 
will  help  moderate  nursing  home  service  growth 
during  the  2007  biennium. 


Figure  52 

Medicaid  Paid  Days  of  Care  by  Fiscal  Year 
Actual  Through  FY  2004  and  Projected  to  FY  2007 
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Intergovernmental  Transfers  (IGTs) 

An  IGT  is  an  allowable  federal  Medicaid  reimbursement  for  non-state,  publicly  administered  Medicaid  services.  In  this 
case,  county  administered  and  managed  nursing  homes  are  allowed  to  recoup  additional  reimbursement  for  Medicaid 
subject  to  several  restrictions.  Counties  must  make  a  payment  to  the  state  (an  intergovernmental  transfer).  The  state  uses 
the  county  funds  as  matching  funds  to  draw  down  additional  federal  Medicaid  funds.  The  state  then  adds  an  additional 
amount  of  reimbursement  for  each  day  of  Medicaid  nursing  home  care  that  is  provided.  The  total  paid  under  Medicaid, 
including  an  IGT,  is  subject  to  an  upper  payment  limit.  A  state  may  pay  no  more  for  Medicaid  services  than  what 
Medicare  would  pay  or  what  would  be  paid  using  a  Medicare  payment  methodology.  The  legislature  has  approved  such 
payments  and  provided  oversight  that  the  majority  of  the  IGT  payment  is  used  to  boost  county  nursing  home  rates  while  a 
portion  of  the  IGT  is  distributed  to  all  nursing  homes,  including  those  that  are  privately  operated. 


Ill) 
ISSUE 


Federal  Guidance  on  IGTs  -  Historically,  some  states  used  the  IGT  mechanism  to  drawn  down  large  sums  of 
federal  Medicaid  matching  funds  and  divert  those  payments  from  health  services  to  fund  other  public 
functions,  some  entirely  unrelated  to  Medicaid.  In  January  2001,  the  federal  Centers  for  Medicare  and 
Medicaid  Services  (CMS)  published  rules  governing  IGTs  and  established  upper  payment  limits  as  well  as  differentiating 
between  state  funded  and  publicly  funded  non-state  services  in  an  effort  to  target  IGTs  to  health  services  administered  by 
entities  other  than  the  state.  Montana  crafted  its  nursing  home  IGT  program  in  compliance  with  those  guidelines. 

Recently,  CMS  has  become  concerned  that  public  non-state  entities  participating  in  IGTs  may  be  diverting  federal 
Medicaid  IGT  payments  to  services  unrelated  to  nursing  home  or  health  services.  In  some  instances,  CMS  went  so  far  as 
to  condition  acceptance  of  routine  Medicaid  state  plan  amendments  on  the  condition  that  the  state  discontinue  its  IGT 
program. 
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CMS  provisionally  approved  the  Montana  nursing  home  Medicaid  plan  on  the  condition  that  within 
two  years,  DPHHS  certify  to  CMS  that  all  entities  participating  in  IGTs  were  using  the  funds  for 
health  related  costs.   If  DPHHS  were  to  make  that  certification  and  if  CMS  were  to  audit  payments 

and  determine  that  funds  were  being  diverted  to  non-approved  uses,  the  state  could  be  liable  to  repay  the  misspent 

federal  Medicaid  IGT  payments. 

DPHHS  is  awaiting  guidance  from  CMS  about  financial  transactions  that  are  allowed  between  a  nursing  home  and  the 
county.  DPHHS  has  written  CMS  and  DPHHS  staff  has  had  face-to-face  meetings  with  top  CMS  officials  in  order  to 
obtain  such  guidance.  However,  if  CMS  does  not  provide  guidance  in  a  timely  manner,  DPHHS  staff  will  in  cooperation 
with  county  administered  nursing  homes  define  allowable  transactions  between  counties  and  nursing  homes  for  IGT 
payments.  That  guidance  would  form  the  basis  of  DPHHS  and  county  compliance  for  IGT  payments. 

The  legislature  may  wish  to  review  with  DPHHS  staff  the  IGT  guidance  either  as  it  is  received  from  CMS  or  as  DPHHS 
envisions  what  transactions  may  be  allowable.  Figure  53  shows  total  average  Medicaid  nursing  home  daily  rates, 
including  IGT  payments.    On  average,  IGT  payments  would  increase  Medicaid  nursing  home  rates  14  percent  in  FY 

2007. 


IGT  payments  to  county  nursing  homes  have 
enabled  some  homes  to  remain  financially  viable. 
Without  such  payments,  the  legislature  may  face 
pressure  to  increase  nursing  home  rates. 


Figure  53 

Total  Average  Daily  Medicaid  Rate  -  Nursing  Homes 

Fiscal  2004  Actual  Compared  to  2007  Biennium  LFD  Estimate 

Component 

FY  2004 

FY  2006 

FY  2007 

%ofTtl 

HB  2  Ongoing  Rate 

$93.79 

$97.79 

$97.79 

69% 

Percent  Increase 

2% 

0% 

One  Time  Add  On 

Intergovernmental  Transfer 

$12.16 

$16.28 

$19.40 

14% 

Total  State  Paid  Rate 

$90.08 

$114.09 

$117.18 

83% 

Percent  Increase 

$0.13 

$0.03 

Patient  Contribution 

$23.47 

$24.17 

$24.28 

17% 

Estimated  Total  Average  Rate 

$112.95 

$138.39 

$141.49 

100% 

Percent  Increase 

11% 

2% 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Senior  &  Long-Term  Care 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    37,464,018 

19.2% 

$     46,451,772 

22.2% 

$   48,014,024 

22.4% 

02023  Private  Ins.  Medicaid  Reim.-Ve 

2,385,912 

1.2% 

2,723,975 

1.3% 

2,723,975 

1.3% 

02032  Vets-I&I  Lease 

5,000 

0.0% 

5,000 

0.0% 

5,000 

0.0% 

02053  Medicaid  Nursing  Home  Match 

5,250,731 

2.7% 

7,264,270 

3.5% 

8,441,549 

3.9% 

02260  Cigarette  Tax  Revenue 

2,078,149 

1.1% 

2,532,935 

1.2% 

2,344,367 

1.1% 

02497  6901 -Lien  &  Estate  -  Sited 

384,887 

0.2% 

407,232 

0.2% 

407,863 

0.2% 

02698  69010-Prevention&Stabilization 

- 

- 

204,000 

0.1% 

204,000 

0.1% 

02782  69010-Csb  Conference 

22,518 

0.0% 

22,518 

0.0% 

22,518 

0.0% 

02783  6901 -Traumatic  Brain  Injury  Dn 

- 

- 

8,117 

0.0% 

8,117 

0.0% 

02796  690 ID-Governor's  Conf  On  Aging 

24,771 

0.0% 

24,771 

0.0% 

24,771 

0.0% 

02987  Tobacco  Interest 

703,779 

0.4% 

703,779 

0.3% 

703,779 

0.3% 

02990  69010-Nursing  Home  Utilization 

3,499,483 

1.8% 

4,647,202 

2.2% 

4,671,889 

2.2% 

03005  Emvh  V-A  Nursing  Reimbursement 

1,139,545 

0.6% 

1,287,423 

0.6% 

1,311,441 

0.6% 

03073  Aging  -  Fanners  Market 

36,786 

0.0% 

36,786 

0.0% 

36,786 

0.0% 

03112  Vets- V. A.  Reimb 

1,706,361 

0.9% 

2,085,162 

1.0% 

2,126,865 

1.0% 

03501  64.014  -  Vets  St.  Domic  Care  1 

59,081 

0.0% 

92,472 

0.0% 

94,322 

0.0% 

03514  10.570  -  Elderly  Feeding  100% 

649,304 

0.3% 

649,304 

0.3% 

649,304 

0.3% 

03515  93.041  -  Elder  Abuse  Prev  100% 

26,288 

0.0% 

26,288 

0.0% 

26,288 

0.0% 

03516  93.042  -  Ombudsman  Activity  10 

66,141 

0.0% 

66,141 

0.0% 

66,141 

0.0% 

03517  93.043  -  Preventive  HIth  100% 

108,496 

0.1% 

108,496 

0.1% 

108,496 

0.1% 

03518  93.044  -  Aging  Sup  S  &  Train  1 

1,821,802 

0.9% 

1,814,230 

0.9% 

1,814,758 

0.8% 

03519  93.045  -  Aging  Meals  100% 

2,665,181 

1.4% 

2,665,181 

1.3% 

2,665,181 

1.2% 

03537  93.779  -  HIth  Info  Counseling 

166,064 

0.1% 

166,064 

0.1% 

166,064 

0.1% 

03579  93.667  -  Ssbg  -  Benefits 

297,975 

0.2% 

297,975 

0.1% 

297,975 

0.1% 

03580  6901-93.778  -  Med  Adm  50% 

1,287,295 

0.7% 

1,389,624 

0.7% 

1,390,298 

0.6% 

03583  93.778  -  Med  Ben  Fmap 

131,692,083 

67.6% 

132,336,275 

63.2% 

134,966,925 

62.9% 

03666  Aging  -  Caregiver  Iii-E 

724,873 

0.4% 

862,594 

0.4% 

862,594 

0.4% 

03799  6901 -Older  Worker  Program 

553,788 

0.3% 

553.788 

0.3% 

553.788 

0.3% 

Grand  Total 

$  194,820,311 

100.0% 

$  209,433,374 

100.0% 

$214,709,078 

100.0% 

As  noted  earlier,  long-term  care  and  aging  services  are  funded  by  a  combination  of  general  fund,  state  special  revenue, 
and  federal  funds.  General  fund  supports  the  state  share  of  Medicaid  costs  (about  $87  million  of  the  2007  biennium 
general  fund  budget  request),  and  some  adult  protective  services  and  aging  services  functions. 

Sources  of  state  special  revenue,  what  each  pays  for,  and  the  biennial  request  are: 

•  County  funds  for  state  match  for  the  nursing  home  Medicaid  intergovernmental  transfer  (IGT)  -  about  $16  million 

•  Nursing  home  bed  tax  revenues  for  additions  to  nursing  home  rates  above  the  FY  2003  level  -  about  $9  million 

•  Cigarette  taxes  for  veterans'  services,  predominantly  the  cost  of  operating  the  two  Montana  veterans'  homes  - 
about  $5  million 

•  Interest  income  from  the  tobacco  settlement  funds  constitutional  trust  for  state  match  for  Medicaid  -  about  $1 
million 

•  Recoveries  for  a  portion  of  long-term  care  costs  from  liens  and  estates  used  for  adult  protective  services  -  about  $1 
million 

•  Tobacco  settlement  revenues  diverted  from  tobacco  prevention  and  control  (requires  statutory  change)  for  state 
Medicaid  match  for  hospice  and  home  health  therapy  services  -  about  $0.4  million 

•  Conference  fees  to  pay  part  of  aging  conferences  and  donations  for  traumatic  brain  injury  services  -  all  together 
about  $0.1  million 

Federal  funds  support  69  percent  of  the  2007  biennium  budget  request.  Federal  Medicaid  matching  funds  for  services  and 
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administration  are  the  single  largest  funding  source  for  SLTC  with  64  percent  of  the  total  biennial  request.  Other  federal 
funding  sources,  what  each  pays  for,  and  the  biennial  request  are: 

•  Aging  grants  for  other  services  including  funds  for  care  giver,  ombudsman,  older  worker,  preventive  health, 
health  counseling,  training,  abuse  prevention,  administration  of  community  services  agencies,  and  farmers' 
market  services  -  about  $8  million 

•  Grants  for  meals  and  feeding  services  for  elderly  -  about  $7  million 

•  Veterans'  administration  payments  for  veterans'  home  services  -  about  $7  million 

Veterans'  Portion  of  Cigarette  Taxes 

A  portion  of  cigarette  taxes  (the  greater  of  8.3  percent  or  $2  million  of  the  proceeds)  is  allocated  for  the  support  and 
maintenance  of  the  veterans'  homes  (16-1 1-1 19(l)(a),  MCA).  Figure  54  shows  FY  2004  base  budget  expenditures  and 
revenues  from  the  cigarette  tax  proceeds  allocated  to  veterans'  services  compared  to  projected  revenues  and  expenses 
through  the  end  of  FY  2007.  The  2003  Legislature  amended  statute  to  transfer  funds  in  excess  of  $2  million  from  the 
account  to  the  general  fund.  About  $10.5  million  in  excess  cigarette  tax  revenues  would  be  transferred  to  the  general  fund 
through  the  end  of  FY  2007  based  on  projected  revenue  and  expenditure.  The  adjustment  in  FY  2004  represents 
accounting  changes  to  record  prior  year  adjustments. 


Figure 

54 

Cigarette  Tax  Fund  Balance  Supporting  Veterans'  Services 

Fund  Balance 

Deposits/Expend  itures 

FY  2004 

FY  2005* 

FY  2006* 

FY  2007* 

Beginning  Fund  Balance 

$2,341,021 

$2,008,887 

$2,000,000 

$2,000,000 

Revenue/Transfers  In 

Cigarette  Tax 

$3,417,613 

$4,826,000 

$6,109,000 

$5,895,000 

Expenditures 

Veterans'  Homes  Operations 

$2,022,566 

$1,879,314 

$1,809,373 

$1,742,885 

Long-Range  Building 

180,570 

260,194 

470,000 

470,000 

DPHHS  Cost  Allocated  Admin. 

105,111 

108,264 

111,512 

1 14,858 

Division  Administrative  Cost 

55.583 

56.139 

55.629 

55.661 

Subtotal  Expenditures 

$2,363,830 

$2,303,911 

$2,446,514 

$2,383,404 

Transfer  to  General  Fund 

($1,054,958)  ($2,530,976) 

($3,662,485) 

($3,511,597) 

Adjustments 

($330,959) 

JO 

$Q 

$.0 

Ending  Fund  Balance 

$2,008,887 

$2,000,000 

$2,000,000 

$2,000,000 

•Revenue  based  on  estimates  adopted  by  the  Revenue  Oversight  Taxation  and 

Transportation  Committee.  Expenditures  are  based  on  executive  budget  request. 

Estimated  expenditures  also  include  long-range  building  requests  funded  from 

the  veterans'  cigarette  allocation 

and  estimated  indirect  costs  allocated  within  DPHHS. 

There  are  two  long-range  building  program  requests  for  the  veterans'  homes  funded  from  cigarette  taxes.  One  project  for 
the  Eastern  Montana  Veterans'  Home  would  remodel  the  north  wing  of  the  facility  and  convert  it  into  a  16-bed  special 
care  unit  for  dementia  residents.  The  existing  10-bed  special  care  unit  would  be  renovated  and  used  as  regular  nursing 
home  beds.  The  total  facility  bed  capacity  would  remain  at  80  but  this  proposal  would  allow  the  home  to  admit  6  more 
residents  into  a  secure  environment  and  provide  dementia  care.  The  special  care  unit  historically  has  operated  at  full 
capacity  even  though  the  regular  nursing  facility  has  not. 

The  second  long-range  building  request  would  fund  improvements  for  the  superintendent's  residence  and  renovate  the 
services  building  /chapel  on  the  grounds  of  the  Montana  Veterans'  Home.  Additionally  physical  changes  to  address 
accessibility  issues  with  the  campus  grounds  adjacent  to  these  buildings  would  be  incorporated  into  these  projects 
(curbs/sidewalks  and  ramps). 
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Biennial  Comparison 

Figure  55  shows  the  2007  biennium  executive  budget  request  compared  to  the  2005  biennium  actual  expenditures  and 
appropriation.  The  total  increase  between  the  biennia  is  about  3  percent  of  $13  million.  General  fund  rises  17  percent, 
due  to  the  increase  in  state  Medicaid  matching  rates  as  discussed  earlier  and  due  to  increases  in  Medicaid  entitlement 
programs  as  well  as  executive  requests  to  expand  capped  Medicaid  community  waiver  services.  State  special  revenue 
grows  by  1 3  percent  due  to  increases  in  county  nursing  home  IGT  payments,  nursing  home  bed  tax  revenue,  and  cigarette 
tax  funding  and  private  payments  for  veterans'  services.  Federal  funds  increase  due  to  Medicaid  caseload  growth  and 
service  expansion,  as  well  as  increases  in  federal  grants  for  aging  and  veterans'  services. 


Figure  55 

2005  Biennium  Compared  to  2007  Biennium 

Senior  and 

Long  Term  Care  Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Difference 

Change 

FTE 

193.44 

192.79 

(0.65) 

Personal  Services 

$14,591,839 

$15,648,940 

4% 

$1,057,101 

7% 

Operating 

10,137,142 

11,427,311 

3% 

1,290,169 

13% 

Equipment 

147,230 

223,072 

0% 

75,842 

52% 

Grants 

14,376,499 

15,243,302 

4% 

866,803 

6% 

Benefits/Claims 

371,926,336 

381,568,003 

90% 

9,641,667 

3% 

Debt  Service 

33?638 

31,824 

0%. 

(1,814) 

-5% 

Total  Costs 

$411,212,684 

$424,142,452 

100% 

0% 

22% 

$12,929,768 

3% 

General  Fund 

$80,632,162 

$94,465,796 

$13,833,634 

17% 

State  Special 

33,790,229 

38,101,627 

9% 

4,311,398 

13% 

Federal  Funds 

296,790,293 

291,575,029 

69% 

(5,215,264) 

-2% 

Total  Funds 

$411,212,684 

$424,142,452 

100% 

$12,929,768 

3% 

Funding  for  personal  services  grows  8  percent  despite  a  net  decrease  in  FTE  by  0.65.  Operating  costs  increase  due  largely 
to  increases  for  veterans'  homes.  Grants  increase  due  to  executive  requests  to  add  federal  funds  for  services  for  the  aging. 
Benefits  and  claims  grow  3  percent,  but  because  those  costs  are  so  significant,  the  total  cast  change  is  the  largest  of  any 
category  (nearly  $10  million  between  biennia).  Benefits  costs  increase  due  to  Medicaid  service  growth  and  expansion,  as 
well  as  rate  changes. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 

Each  of  the  present  law  and  new  proposal  adjustments  will  be  discussed  by  division  function. 
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Present  Law  Adjustments 


FTE 


Fiscal  2006— 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2007 — 

General  State 

Fund  Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  1 6  -  Medicaid  Caseload  -  Home  Based  Services 

0.00  385,510  0  923,846 

DP  21  -  Medicaid  Caseload  -  Nursing  Homes 

0.00  170,926  0  412,640 

DP  22  -  State  Supplement  Caseload  Increase 

0.00  32,448  0  0 

DP  24  -  FMAP  Enhancement  Adjustment  -  Nursing  Homes 

0.00  2,972,470  0       (2,972,470) 

DP  27  -  FMAP  Enhancement  Adjustment  -  Home  Based  Services 

0.00  569,730  0  (569,730) 

DP  28  -  FMAP  Enhancement  Adjustment  -  Waiver  Services 

0.00  507,274  0  (507,274) 

DP  30  -  FMAP  Adjustment  -  Nursing  Homes 

0.00  2,447,917  0        (2,447,917) 

DP  33  -  FMAP  Adjustment  -  Home  Based  Services 

0.00  490,189  0  (490,189) 

DP  34  -  FMAP  Adjustment  -  Waiver  Services 

0.00  417,755  0  (417,755) 

DP  88  -  Annualize  HB  705  Nursing  Home  Fee 

0.00  0  1,147,719  2,770,749 

DP  89  -  County  Nursing  Home  IGT  Increase 

0.00  0  1,353,125  3,266,626 

DP  91  -  FMAP  Enhancement  Adjustment  -  Nursing  Home  IGTs 

0.00  0  362,163  (362,163) 

DP  93  -  Montana  Veterans'  Home  Adjustments 

0.00  0  295,821  0 

DP  94  -  FMAP  Adjustment  -  County  Nursing  Home  IGTs 

0.00  0  298,251  (298,251) 

DP  1 06  -  Annualize  Traumatic  Brain  Injury  Funds 

0.00  0  8,117  0 

DP  1 73  -  Increased  Funding  For  Caregiver  Program 

0.00  0  0  137,721 

DP  1 75  -  Additional  Funding  -  Eastern  Montana  Veterans  Home 

0.00  0  0  148,236 

DP  9999  -  Statewide  FTE  Reduction 

(0.65)  (36,959)  0  0 


Total  Other  Present  Law  Adjustments 

(0.65)        $7,957,260 

Grand  Total  All  Present  Law  Adjustments 


$3,465,196         ($405,931) 


1,059,103 

(317,510) 

5,862 

126,450 

$873,905 


1,309,356 

583,566 

32,448 

0 

0 

0 

0 

0 

0 

3,918,468 

4,619,751 

0 

295,821 

0 

8,117 

137,721 

148,236 

(36,959) 

SI  1.016,525 
$11,890,430 


1,073,502 

(318,087) 

3,894 

93,371 

$852,680 


0.00 

636,491 

0 

1,490,820 

2,127,311 

0.00 

265,163 

0 

621,076 

886,239 

0.00 

32,448 

0 

0 

32,448 

0.00 

2,972,470 

0 

(2,972,470) 

0 

0.00 

569,730 

0 

(569,730) 

0 

0.00 

507,274 

0 

(507,274) 

0 

0.00 

3,182,292 

0 

(3,182,292) 

0 

0.00 

615,730 

0 

(615,730) 

0 

0.00 

543,081 

0 

(543,081) 

0 

0.00 

0 

1,172,406 

2,746,062 

3,918,468 

0.00 

0 

2,440,928 

5,717,254 

8,158,182 

0.00 

0 

362,163 

(362,163) 

0 

0.00 

0 

295,821 

0 

295,821 

0.00 

0 

387,727 

(387,727) 

0 

0.00 

0 

8,117 

0 

8,117 

0.00 

0 

0 

137,721 

137,721 

0.00 

0 

0 

172,254 

172,254 

(0.65) 

(37,183) 

0 

0 

(37,183) 

(0.65)        $9,287,496        $4,667,162        $1,744,720      $15,699378 

$16,552,058 


New  Proposals 


New  Proposals 

General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  4  -  Continuation  of  PSA  for  Hospice  and  Home  Therapy  (Requires  Legislation) 

22              0.00                       0             204,000 

0 

204,000 

0.00 

0 

204,000 

0 

204,000 

DP  68  -  Restore  Meals  on  Wheels  Funding 

22               0.00              257,000                        0 

0 

257,000 

0.00 

257,000 

0 

0 

257,000 

DP  81  -  Additional  Clients  in  Community  Based  Waiver 

22              0.00             330,245                       0 

797,255 

1,127,500 

0.00 

557,615 

0 

1,306,073 

1,863,688 

DP  95  -  Montana  Veterans'  Home  Contingency  Fund  Line  Item 

22              0.00                       0             250,000 

0 

250,000 

0.00 

0 

250,000 

0 

250,000 

DP  1 14  -  Personal  Assistance  Base  Restoration 

22              0.00             223,196                       0 

538,825 

762,021 

0.00 

227,997 

0 

534,024 

762,021 

DP  1 1 6  -  Montana  Veterans'  Home  Replacement  Vehicles 

22               0.00                        0                85,000 

0 

85,000 

0.00 

0 

0 

0 

0 

DP  1 1 8  -  Eastern  Montana  Veterans'  Home  Flooring 

22              0.00                       0               37,112 

0 

37,112 

0.00 

0 

0 

0 

0 

Total              0.00           $810,441            $576,112 

$1,336,080 

$2,722,633 

0.00 

$1,042,612 

$454,000 

$1,840,097 

$3,336,709 
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Medicaid  Services  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

18.00 

(0.50) 

0.00 

17.50 

(0.50) 

0.00 

17.50 

17.50 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Debt  Service 
Total  Costs 

755,642 

1,080,064 

7,100 

174,604,707 

5,126 

$176,452,639 

155,577 

7,787 

0 

10,431,141 

0 

$10,594,505 

0 
0 
0 
2,093,521 
0 
$2,093321 

911,219 

1,087,851 

7,100 

187,129,369 

5,126 

$189,140,665 

156,511 

7,798 

0 

15,090,200 

0 

$15,254309 

0 
0 
0 
2,829,709 
0 
$2329,709 

912,153 

1,087,862 

7,100 

192,524,616 

5,126 

$194336357 

1,823,372 

2,175,713 

14,200 

379,653,985 

10,252 

$383,677322 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

34,012,784 

9.639,499 

132,800,356 

$176,452,639 

8,021,095 

3,169,375 

(595,965) 

$10^94305 

553,441 

204,000 

1,336,080 

$2,093321 

42,587,320 

13,012,874 

133,540,471 

$189,140,665 

9,351,971 

4,371,341 

1,531,197 

$15,254309 

785,612 

204,000 

1,840,097 

$2,829,709 

44,150,367 

14,214,840 

136,171,650 

$194,536,857 

86,737,687 

27,227.714 

269,712,121 

$383,677,522 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

..  Fiscal  2006 

General              State 

Federal 

rotal 

General 

State 

Federal 

Total 

FTE                   Fund                  Special 

Special 

Funds                 FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

226,338 

227,432 

Vacancy  Savings 

(39,279) 

(39,325) 

Inflation/Deflation 

(330) 

(319) 

Total  Statewide  Present  Law  Adjustments 

$186,729 

$187,788 

DP  16  -  Medicaid  Caseload  -  Home  Based  Services 

0.00             385,510                       0 

923,846 

1,309,356 

0.00 

636,491 

0 

1,490,820 

2,127,311 

DP  21  -  Medicaid  Caseload  -  Nursing  Homes 

0.00             170,926                       0 

412,640 

583,566 

0.00 

265,163 

0 

621,076 

886,239 

DP  24  -  FMAP  Enhancement  Adjustment  -  Nursing  Homes 

0.00           2,972,470                        0 

(2,972,470) 

0 

0.00 

2,972,470 

0 

(2,972,470) 

0 

DP  27  -  FMAP  Enhancement  Adjustment  -  Home  Based  Services 

0.00             569,730                       0 

(569,730) 

0 

0.00 

569,730 

0 

(569,730) 

0 

DP  28  -  FMAP  Enhancement  Adjustment  -  Waiver  Services 

0.00             507,274                       0 

(507,274) 

0 

0.00 

507,274 

0 

(507,274) 

0 

DP  30  -  FMAP  Adjustment  -  Nursing  Homes 

0.00          2,447,917                       0 

(2,447,917) 

0 

0.00 

3,182,292 

0 

(3,182,292) 

0 

DP  33  -  FMAP  Adjustment  -  Home  Based  Services 

0.00            490,189                       0 

(490,189) 

0 

0.00 

615,730 

0 

(615,730) 

0 

DP  34  -  FMAP  Adjustment  -  Waiver  Services 

0.00             417,755                       0 

(417,755) 

0 

0.00 

543,081 

0 

(543,081) 

0 

DP  88  -  Annualize  HB  705  Nursing  Home  Fee 

0.00                        0           1,147,719 

2,770,749 

3,918,468 

0.00 

0 

1,172,406 

2,746,062 

3.918,468 

DP  89  -  County  Nursing  Home  IGT  Increase 

0.00                       0          1,353,125 

3,266,626 

4,619.751 

0.00 

0 

2.440,928 

5,717,254 

8,158.182 

DP  91  -  FMAP  Enhancement  Adjustment  -  Nursing  Home  IGTs 

0.00                       0             362,163 

(362,163) 

0 

0.00 

0 

362,163 

(362,163) 

0 

DP  94  -  FMAP  Adjustment  -  County  Nursing  Home  IGTs 

0.00                       0             298,251 

(298,251) 

0 

0.00 

0 

387,727 

(387,727) 

0 

DP  106  -  Annualize  Traumatic  Brain  Injury  Funds 

0.00                        0                  8,117 

0 

8.117 

0.00 

0 

8.117 

0 

8.117 

DP  9999  -  Statewide  FTE  Reduction 

(0.50)             (31.482)                        0 

0 

(31,482) 

(0.50) 

(31,596) 

0 

0 

(31.596) 

Total  Other  Present  Law  Adjustments 

(030)         $7,930,289         $3,169,375 

($691388) 

$10,407,776 

(0.50) 

$9,260,635 

$4371341 

$1,434,745 

$15,066,721 

Grand  Total  All  Present  Law  Adjustments 

$10394305 

$15.254309 
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DP  16  -  Medicaid  Caseload  -  Home  Based  Services  -  This  request  adds  $2.4  million  in  federal  funds  and  about  $1  million 
in  general  fund  over  the  biennium  for  Medicaid  caseload  growth  in  the  home  based  services  program.  This  service  array 
includes  the  hospice,  home  health,  and  personal  assistance  benefits.  Caseload  estimates  grow  about  3  percent  annually 
due  to  demographic  trends  and  increased  utilization  of  these  services 

DP  21  -  Medicaid  Caseload  -  Nursing  Homes  -  This  request  adds  about  $1  million  in  federal  funds  and  $0.4  million 
general  fund  over  the  biennium  for  Medicaid  caseload  growth  in  nursing  homes,  a  rate  of  0.25  percent  (one-quarter  of  one 
percent)  per  year.  This  funding  would  allow  the  program  to  serve  8  additional  people  each  year.  Currently  the  program 
provides  services  to  about  5,250  people  each  year  (unduplicated  count). 


LFD 
COMMENT 


Caseload  Estimates  -  As  noted  in  the  division  overview,  the  LFD  estimates  for  nursing  home  costs  are 
lower  than  executive  budget  estimates.  Please  refer  to  the  issue  in  the  program  narrative  for  a  discussion 
of  estimated  caseload  changes. 


DP  24  -  FMAP  Enhancement  Adjustment  -  Nursing  Homes  -  The  federal  Jobs  and  Growth  Tax  Relief  Reconciliation  Act 
authorized  a  temporary  increase  of  about  3  percent  in  the  federal  Medicaid  match  rate  during  FY  2004  and  therefore  a  like 
state  match  decrease.  This  request  adds  nearly  $5.9  million  general  fund  over  the  biennium,  with  an  offsetting  decrease  in 
federal  funds,  to  reflect  the  removal  of  the  enhanced  federal  match  rate  in  FY  2006  and  FY  2007  for  nursing  home 
services.  DP  27,  DP  28,  and  DP  91  also  adjust  for  one-time  federal  match  rate  changes  to  fund  Medicaid  home  based  and 
community  waiver  services. 
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III) 
COMMKNT 


Total  Present  Law  Cost  for  Medicaid  Services  Administered  by  SLTC  -  As  in  other  divisions  that 
administer  Medicaid  programs,  the  executive  budget  request  breaks  present  law  adjustments  for 
Medicaid  services  into  several  components.  The  legislature  may  wish  to  combine  all  present  law 
proposals  that  it  approves  into  one  present  law  adjustment.  A  table  will  be  maintained  similar  to  the  one  included  in  the 
budget  analysis  DPHHS  overview  that  shows  the  total  general  fund  present  law  adjustment  made  due  to  changes  in 
federal  match  rates.  Figure  56  shows  each  Medicaid  service  administered  by  this  division  and  the  total  present  law 
request. 


Figure  56 

Senior  and  Long  Term  Care  Division  2007  Biennium  Medicaid  Request  by  Component  and  Total 


Medicaid  Services 

Present  Law  and  New  Proposals 


FY  2006 
General  Fund         SSR  Federal 


Total 


Nursing  Home  Services 
FY  2004  Base  Budget 

DP  21  -  Caseload  Change 
DP  24  -  Enhanced  Federal  Match  Rate 
DP  30  -FMAP  Adj  -  2007  Biennium 
DP  88  -  HB705  -  Annualize  NH  Fee 

Total  Nursing  Home  Request 

Percent  Increase  Over  Base  Budget 

Home  Based  Services  -  Entitlement 

FY  2004  Base  Budget 

DP  16  -  Caseload  Change 
DP  27  -  Enhanced  Federal  Match  Rate 
DP  33  -FMAP  Adj.  -  2007  Biennium 
Subtotal  Present  Law  -  Home  Based 
Percent  Increase  Over  Base  Budget 

New  Proposals  -  Home  Based  Services 
DP  4  -  PSA  -  Hospice/Home  Therapy 
DP  1 14  -  Personal  Assistance  Base 
Subtotal  New  Proposals 

Total  Home  Based  Request 

Percent  Increase  Over  Base  Budget 


$23,899,235    $4,977,388      $87,690,839    $116,567,462 


170,926  0 

2,972,470  0 

2,447,917  0 

0  1,147,719 


412,640  583,566 

(2,972,470)  0 

(2.447,917)  0 

2,770,749  3,918,468 


$29.490,548    $6.125,107      $85,453,841    $121,069,496 
23% 


23% 


-3% 


4% 


$4,386,083  $999,999  $17,168,128  $22,554,210 

385,510  0  923,846  1,309,356 

569,730  0  (569,730)  0 

490,189  0  (490.1891  2 

$5.831.512  $999,999  $17,032,055  $23,863,566 


33% 


$0 
223,196 

$223.196 


0% 


$204,000 

0 

$204,000 


-1% 


$0 

538.825 
$538,825 


6% 


$204,000 
762.021 


$966,021 


$6,054,708    $1,203,999      $17,570,880      $24,829,587 
38%  20%  2%  10% 


0 
0 
$0 


Community  Services  Waiver  -  Nonentitlement 
FY  2004  Base  Budget  $4,871,238 

DP  24  -  Enhanced  Federal  Match  Rate  507,274 

DP  34 -FMAP  Adj  -  2007  Biennium  417.755 

Subtotal  Present  Law  -  Home  Based        $5,796,267 

New  Proposal 

DP  8 1  •  Additional  Clients  -  Waiver  $330.245 

Total  Waiver  Request  $6,126.512 

Percent  Increase  Over  Base  Budget  26% 

Total  Medicaid  Services  -  Senior  and  Long  Term  Care 

Base  Budget  $33,156,556    $5,977,387 

Present  Law  Adjustments  556,436      1.147,719 

Present  Law  Due  to  Fed  Match  Changf  7,405 ,335                    0 

New  Proposals  553,441         204.000 

Grand  Total  Request  $41.671.768    $7,329.106 

Percent  Increase  Over  Base  Budget  26%              23% 


$0      $15,021,851  $19,893,089 

(507,274)  0 

(417,7??,)  0 

$14,096,822  $19,893,089 


$2 
$0 
0% 


$797-25S        $1.127.500 

$14,894,077      $21,020.589 

-1%  6°/< 

$119,880,818  $159,014,761 

4,107,235  5,811,390 

(7,405,335)  0 

1-336.080  2.093.521 

$117.918.798  $166.919.672 

-2%  5% 


FY  2007 
General  Fund         SSR  Federal 


Total 


$23,899,235    $4,977,388       $87,690,839    $116,567,462 


265.163  0 

2,972,470  0 

3,182,292  0 

0  1,172,406 

$30,319,160  $6,149.794 

27%  24% 


621,076 
(2.972,470) 
(3,182,292) 
2,746,062 


886,239 

0 

0 

3,918,468 


$84,903,215    $121,372,169 
-3%  4% 


$4,386,083       $999,999       $17,168,128      $22,554,210 


636,491 
569,730 

615.730 

$6,208,034 

42% 


$0 

227,997 

$227,997 


0 

0 

0 

$999,999 

0% 


$204,000 

0 

$204,000 


1,490,820 

(569,730) 

(615.7301 

$17,473,488 

2% 


2,127,311 
0 

2 
$24,681,521 

9% 


$6,436,031     $1 ,203,999 

47%  20% 


$4,871,238 

507.274 

543.081 

$5,921,593 

S??7.61? 

$6,479,208 
33% 


$0 
0 

2 
$0 

J2 
$0 
0% 


$0  $204,000 

534.024  762.021 

$534,024  $966,021 

$18,007,512  $25,647,542 

5%  14% 


$15,021,851       $19,893,089 
(507.274)  0 


(.54?.081) 
$13.97L496 


2 
$19.893,089 


$1-306.073        $1.863.688 
$15,277,569      $21.756,777 

2% 


$33,156,556  $5,977,387 

901,654  1,172,406 

8,390.577  0 

785.612  204.000 

$43.234.399  $7,353,793 

30%  23% 


9% 

$119,880,818  $159,014,761 

4,857,958  6,932,018 

(8,390.577)  0 

1.840.097  2.829.709 

$118.188.296  $168.776.488 

-1%  6% 
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DP  27  -  FMAP  Enhancement  Adjustment  -  Home  Based  Services  -  This  request  adds  $1  million  general  fund  over  the 
biennium,  with  an  offsetting  decrease  in  federal  funds,  to  reflect  the  termination  of  the  enhanced  federal  Medicaid  match 
rate  in  FY  2006  and  FY  2007  for  home  based  services.  DP  24,  DP  28,  and  DP  91  make  similar  adjustments  for  the  other 
Medicaid  services  administered  by  this  division. 

DP  28  -  FMAP  Enhancement  Adjustment  -  Waiver  Services  -  This  request  increases  general  fund  $1  million  over  the 
biennium,  with  an  offsetting  decrease  in  federal  funds,  to  reflect  the  removal  of  the  enhanced  federal  match  rate  in  FY 

2006  and  FY  2007  in  Waiver  Services.  DP  24,  DP  27,  and  DP  91  are  similar  and  show  match  rate  changes  for  each 
Medicaid  service  administered  by  the  division. 

DP  30  -  FMAP  Adjustment  -  Nursing  Homes  -  This  request  provides  an  increase  in  general  fund  of  close  to  $5.6  million 
over  the  biennium,  with  an  offsetting  decrease  in  federal  funds,  due  to  projected  changes  in  the  federal  Medicaid  match 
rates  for  FY  2006  and  FY  2007  for  nursing  home  services.  Federal  match  rates  are  adjusted  annually  based  on  changes  in 
a  state's  per  capita  income  compared  the  national  per  capita  income.  DP  30,  33,  and  34  are  similar,  in  that  each  one 
requests  an  increase  in  general  fund  and  a  reduction  in  federal  funds  for  the  annual  change  in  the  federal  Medicaid  match 
rate  for  the  three  Medicaid  services  administered  by  SLTC. 

The  Department  of  Public  Health  and  Human  Services  switched  to  a  date-of-payment  process  for  Medicaid.  This  has 
resulted  in  different  blended  Federal  Medical  Assistance  Percentage  (FMAP)  rates  for  the  DPHHS  programs  dependent  on 
the  historical  projections  of  the  time  between  date  of  Medicaid  service,  the  date  of  payment,  and  the  FMAP  rate  for  the 
federal  fiscal  years  the  payments  occur  in.  For  the  Child  and  Adult  Health  Resources  Division,  the  Senior  and  Long 
Term  Care  Division,  and  the  Addictive  and  Mental  Disorders  Division,  the  following  provides  an  FMAP  overview. 

DP  33  -  FMAP  Adjustment  -  Home  Based  Services  -  This  request  increases  general  fund  about  $1  million  over  the 
biennium,  with  an  offsetting  decrease  in  federal  funds,  due  to  changes  in  the  federal  Medicaid  match  rate  for  FY  2006  and 
FY  2007  for  home  based  services.  DP  30,  33,  and  34  are  similar,  in  that  each  one  requests  an  increase  in  general  fund  and 
a  reduction  in  federal  funds  for  the  change  in  the  federal  Medicaid  match  rate  for  the  three  Medicaid  services  administered 
by  SLTC. 

DP  34  -  FMAP  Adjustment  -  Waiver  Services  -  This  request  adds  about  $1  million  general  fund  over  the  biennium,  with 
an  offsetting  decrease  in  federal  funds,  due  to  annual  changes  in  the  federal  Medicaid  match  rate  for  FY  2006  and  FY 

2007  for  waiver  services.  DP  30,  33,  and  34  are  similar,  in  that  each  one  requests  an  increase  in  general  fund  and  a 
reduction  in  federal  funds  for  the  change  in  the  federal  Medicaid  match  rate  for  the  three  Medicaid  services  administered 
by  SLTC. 

DP  88  -  Annualize  HB  705  Nursing  Home  Fee  -  This  request  adds  $7.8  million,  including  $2.3  million  state  special 
revenue,  over  the  biennium  for  the  FY  2005  increase  in  the  daily  nursing  home  rate  due  to  the  increase  in  the  nursing 
home  utilization  fee.  The  fee,  authorized  by  15-60-102(l)(b)  and  (c),  MCA  (HB  705  in  the  2003  session),  is  to  be  used 
only  to  pay  nursing  home  rates  in  excess  of  the  rate  paid  in  FY  2003  (15-60-21 1(2),  MCA).  The  anticipated  revenue  in 
FY  2005  is  estimated  to  provide  an  additional  $4  per  day  above  the  rate  paid  in  FY  2004.  The  Medicaid  nursing  home 
base  rate  was  $93.79  in  FY  2004  and  is  expected  to  rise  to  $97.79  in  FY  2006,  not  including  patient  contribution  or 
Intergovernmental  Transfer  (IGT)  revenue.  Bed  tax  rates  and  deposit  of  revenue  authorized  in  statutes  are  as  follows: 

•  $2.80  per  day  -  deposited  to  the  general  fund 

•  Effective  FY  2004  an  additional  $1 .70  -  deposited  to  the  state  special  revenue  account 

•  Effective  FY  2005  an  additional  $2.50  -  deposited  to  the  state  special  revenue  account 

DP  89  -  County  Nursing  Home  IGT  Increase  -  This  request  adds  the  increase  between  FY  2004  and  FY  2005  in  IGT 
revenue  for  nursing  homes  that  was  authorized  by  the  2003  Legislature,  and  includes  an  anticipated  increase  in  FY  2007. 
This  request  totals  close  to  $13  million  over  the  biennium.  Of  this  total,  $4  million  is  derived  from  state  special  revenue 
from  local  governments  that  support  county  nursing  homes  and  participate  in  the  IGT  program,  with  the  remainder  from 
federal  funding. 
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Amount  of  IGT  -  As  noted  in  the  division  overview,  DPHHS  is  awaiting  guidance  from  the  federal 
government  about  allowable  IGT  transactions  between  nursing  homes  and  county  governments.  The 
legislature  may  wish  to  consider  whether  the  IGT  will  be  as  large  as  in  previous  years  due  to  new  or 

unknown  restrictions,  and  the  requirement  to  repay  federal  IGT  funds  if  an  audit  concludes  the  federal  IGT  funds  were 

improperly  spent. 


DP  91  -  FMAP  Enhancement  Adjustment  -  Nursing  Home  IGTs  -  The  federal  Jobs  and  Growth  Tax  Relief  Reconciliation 
Act  temporarily  increased  the  federal  Medicaid  match  rate  about  3  percent  in  FY  2004.  This  request  adds  $724,326 
county  fund  state  special  revenue  over  the  biennium,  with  an  offsetting  decrease  in  federal  funds,  to  reflect  the  removal  of 
the  enhanced  federal  match  rates  in  FY  2006  and  FY  2007.    DP  24,  DP  27,  and  DP  28  are  similar. 

DP  94  -  FMAP  Adjustment  -  County  Nursing  Home  IGTs  -  This  request  adds  $0.7  million  state  special  over  the 
biennium,  with  an  offsetting  decrease  in  federal  funds,  due  to  projected  reductions  in  the  federal  Medicaid  match  rates  in 
FY  2006  and  FY  2007  for  nursing  home  IGTs.  DP  30,  DP  34,  and  DP  33  are  similar. 

DP  106  -  Annualize  Traumatic  Brain  Injury  Funds  -  This  request  annualizes  revenue  and  expenditures  from  HB  698, 
which  was  passed  in  the  2003  legislative  session  and  became  effective  on  January  1 ,  2004.  Revenue  is  received  from  a 
check  off  on  license  plate  renewals  (61-3-303(l)(f),  MCA)  and  is  used  to  support  activities  related  to  traumatic  brain 
injured  persons.  The  request  totals  $16,000  over  the  biennium,  all  of  which  comes  from  the  state  special  revenue  derived 
from  the  check  off  option. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  a  funding  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  The  general  fund  and  0.15  FTE  per  biennium  are  removed  from  the  budget 
permanently. 


New  Proposals 


New  Proposals 

Sub 

Program 


- -Fiscal  2006- 


FTE 


General 
Fund 


Slate 
Special 


Federal 

Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  4  -  Continuation  of  PSA  for  Hospice  and  Home  Therapy  (Requires  Legislation) 

01  0.00  0  204,000  0  204,000 

DP  81  -  Additional  Clients  in  Community  Based  Waiver 

01  0.00  330,245  0  797,255  1,127,500 

DP  1 14  -  Personal  Assistance  Base  Restoration 

01  0.00  223,196  0  538,825  762,021 


Total 


0.00 


$553,441 


$204,000         SI  336,080         $2,093,521 


0.00 
0.00 
0.00 
0.00 


0 

557,615 

227,997 

$785,612 


204,000  0  204,000 

0  1,306,073  1,863,688 

0  534,024  762,021 

$204,000  $1,840,097  $2.829,709 


DP  4  -  Continuation  of  PSA  for  Hospice  and  Home  Therapy  (Requires  Legislation)  -  During  the  2005  biennium,  a  large 
portion  of  the  state  matching  costs  for  hospice  and  home  therapy  Medicaid  services  were  funded  from  the  prevention  and 
stabilization  account  (PSA)  through  SB  485  (17-6-606,  MCA).  The  majority  of  the  PSA  funding  during  the  2005 
biennium  came  from  a  one-time  diversion  of  tobacco  settlement  funds.  This  request  and  accompanying  legislation  makes 
the  diversion  of  tobacco  settlement  proceeds  from  tobacco  control  and  prevention  activities  to  the  PSA  permanent.  Other 
executive  budget  requests  throughout  DPHHS  are  also  dependent  on  this  legislation.  The  PSA  and  tobacco  settlement 
funds  are  discussed  in  the  DPHHS  overview. 

DP  81  -  Additional  Clients  in  Community  Based  Waiver  -  This  proposal  would  expand  the  Medicaid  program  that  allows 
persons  who  meet  nursing  home  level  of  care  standards  to  remain  in  the  community  setting  by  providing  an  array  of 
services  that  meet  their  individual  needs.  This  proposal  provides  funding  for  50  persons  in  FY  2006  and  about  30 
additional  persons  in  FY  2007.  The  cost  of  this  proposal  totals  about  $3  million  over  the  biennium,  including  $0.9  million 
general  fund. 
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Waiver  Expansion,  Average  Cost,  and  Impact  on  Nursing  Home  Care  -  The  Home  and  Community  Based 
Waiver  for  SLTC  provides  services  that  support  persons  in  their  homes  or  in  small  congregate  living 
situations.  A  condition  of  the  waiver  is  that  waiver  services  must  cost  less  than  nursing  home  level  of  care 
or  in  some  instances  hospital  care. 


The  average  cost  per  waiver  slot  equates  to  $23,000  annually.   However,  the  cost  of  this  request  is  predicated  on  the 
combination  of  three  types  of  service  slots  and  the  average  cost  for  each  of  these  slots: 

1)  Basic  slots  with  an  average  cost  of  $17,500; 

2)  Adult  residential  slots  with  an  average  cost  $22,000;  and 

3)  Supported  living  with  an  average  cost  of  $50,000. 


If  the  legislature  approves  this  request,  the  types  of  services  provided  should  help  slow  the  growth  in  nursing 
services. 


home 


LFD  staff  has  requested  historical  waiver  data  expressed  in  the  same  types  of  units  (slots)  as  the  expanded  proposal  so 
that  the  legislature  can  evaluate  the  programmatic  trends  compared  to  the  expansion  request.  The  division  was  unable  to 
provide  the  data  so  that  it  could  be  included  in  the  budget  analysis.  LFD  staff  has  requested  that  such  data  be  available 
early  during  the  legislative  session. 


DP  1 14  -  Personal  Assistance  Base  Restoration  -  This  request  adds  $1.5  million  over  the  biennium,  including  about  $0.5 
million  general  fund,  to  support  personal  care  providers  and,  to  a  lesser  extent,  direct  care  wages  for  caregivers  at  the  FY 
2005  funding  level.  The  2003  Legislature  used  a  one-time  diversion  from  changes  made  to  state  special  revenue 
corporation  tax  (water's  edge  corporation  tax)  through  HB  721  to  provide  such  services  and  payments  during  the  2005 
biennium.  In  future  biennia,  this  source  of  revenue  will  be  deposited  to  the  general  fund. 
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Veterans'  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budge! 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

123.69 

0.00 

0.00 

123.69 

0.00 

0.00 

123.69 

123.69 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 
Tottl  Costs 

3,91 1,22! 

3,369,274 

31,936 

6,034 

$7318,465 

639,024 

341,737 

0 

0 

$980,761 

0 

287,112 

85,000 

0 

$372,112 

4,550,245 

3,998,123 

116,936 

6,034 

$8,671338 

651,676 

330,168 

0 

0 

$981344 

0 

250,000 

0 

0 

$250,000 

4,562,897 

3,949,442 

31,936 

6,034 

$8350309 

9,113,142 

7,947,565 

148,872 

12,068 

$17321,647 

State/Other  Special 
Federal  Special 
Total  Funds 

4,413,478 

2,904,987 

$7318,465 

420,691 

560,070 

$980,761 

372,112 

0 

$372,112 

5,206,281 

3,465,057 

$8,671338 

354,203 

627,641 

$981,844 

250,000 

0 

$250,000 

5,017,681 

3,532,628 

$8350309 

10,223,962 
6,997,685 

$17321.647 

Veterans'  services  comprise  4  percent  of  the  FY  2007  division  budget  request.  The  program  administers  the  two  veterans' 
homes.  The  Montana  Veterans'  Home  is  staffed  by  state  employees  and  operation  of  the  Eastern  Montana  Veterans' 
Home  is  contracted.  The  most  significant  change  is  in  personal  services,  due  to  statewide  present  law  adjustments  that 
fully  fund  FTE  and  due  to  adjustments  for  overtime  pay.  Fixed  cost  increases  for  utilities  is  also  a  significant  component 
of  state  wide  present  law  adjustments.  There  are  two  present  law  adjustments  that  add  about  $450,000  each  year  and  two 
new  proposals.  The  new  proposals  add  funds  for  equipment  and  request  continuation  of  a  one-time  restricted 
appropriation  for  staffing  issues,  both  funded  out  of  the  cigarette  tax  state  special  revenue. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006 

State  Federal  Total 

Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2007 

State  Federal  Total 

Special  Special  Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  93  -  Montana  Veterans'  Home  Adjustments 

0.00  0  295,821 

DP  175  -  Additional  Funding  -  Eastern  Montana  Veterans'  Home 

0.00  0  0 

Total  Other  Present  Law  Adjustments 

0.00  SO  $295,821 

Grand  Total  All  Present  Law  Adjustments 


584,491 

(179,827) 

9,490 

122,550 

$536,704 


597,665 

(180,349) 

7,385 

89,068 

$513,769 


0 

295,821 

0.00 

0 

295,821 

0 

295,821 

148,236 

148,236 

0.00 

0 

0 

172354 

172.254 

148336 

$444,057 

0.00 

$0 

$295,821 

$172354 

$468,075 

$980,761 

$981,844 

DP  93  -  Montana  Veterans'  Home  Adjustments  -  This  request  provides  $591,642  in  cigarette  tax  state  special  revenue  over 
the  biennium  for  current  level  services  at  the  Montana  Veterans'  Home  (MVH).  These  services  include  holiday  worked, 
overtime,  and  differential  pay  to  staff  a  24-hour  a  day,  7  day  a  week  facility.  These  items  are  zero  based  and  must  be 
requested  each  biennium.  The  request  also  includes  increases  for  drugs,  medical  services,  food,  janitorial  services  and 
other  costs  as  well  as  payment  of  the  increased  nursing  home  bed  fee. 
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Overtime  Pay  -  The  executive  budget  requests  an  additional  $28,944  above  the  overtime  pay  levels 
recorded  in  the  base  budget.  The  legislature  could  consider  reducing  the  annual  2007  biennium  request 
to  the  amount  spent  in  the  base  budget  and  reduce  expenditures  from  the  cigarette  state  special  revenue 
account.  Such  a  reduction  would  increase  the  potential  transfer  to  the  general  fund  by  a  like  amount. 


LFD 
ISSUE 


DP  175  -  Additional  Funding  -  Eastern  Montana  Veterans'  Home  -  This  request  reflects  anticipated  increases  in  the 
reimbursement  received  for  nursing  services  from  the  Veterans'  Administration  for  services  at  the  Eastern  Montana 
Veterans'  Home.  The  additional  federal  reimbursement  will  total  $320,490  over  the  biennium. 

New  Proposals 


New  Proposals 

Sub 
Program 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  95  -  Montana  Veterans'  Home  Contingency  Fund  Line  Item 

02  0.00  0  250,000 

DP  1 16  -  Montana  Veterans'  Home  Replacement  Vehicles 

02  0.00  0  85,000 

DP  1 1 8  -  Eastern  Montana  Veterans'  Home  Flooring 

02  0.00  0  37,112 


Total 


0.00 


$0 


$372,112 


0 

0 

0 

$0 


250,000 

85,000 

37,112 

$372,112 


0.00 
0.00 
0.00 
0.00 


0 

0 

0 

$0 


250,000 

0 

0 

$250,000 


0 

0 

0 

$0 


250,000 

0 

0 

$250,000 


DP  95  -  Montana  Veterans'  Home  Contingency  Fund  Line  Item  -  This  request  continues  a  restricted  line  item 
appropriation  in  HB  2  of  $250,000  state  special  revenue  each  year.  This  appropriation  was  authorized  by  the  2003 
Legislature  to  allow  for  operation  of  the  Montana  Veterans'  Home  at  a  capacity  to  maximize  the  collection  of  federal 
revenue  and  private  payments.  The  funds  were  fully  expended  in  FY  2004. 

Funds  were  used  to  recruit  and  retain  employees  as  well  as  hiring  positions  from  a  temporary  employment  service  in  order 
to  insure  that  nursing  home  staffing  requirements  are  met.  Base  budget  costs  for  hiring  temporary  workers  was  $399,904, 
which  is  more  than  1 0  percent  of  total  base  budget  personal  services  costs  for  MVH  FTE 

DP  116  -  Montana  Veterans'  Home  Replacement  Vehicles  -  This  request  would  provide  funding  for  the  Montana 
Veterans'  Home  in  Columbia  Falls  to  replace  4  vehicles:  2  vans  that  provide  transportation  for  staff  and  clients,  and  2 
trucks  used  on  the  facility  grounds.  The  cost  of  this  request  is  $85,000  in  FY  2006,  funded  from  cigarette  tax  state  special 
revenue  that  supports  the  costs  of  this  facility. 

DP  1 1 8  -  Eastern  Montana  Veterans'  Home  Flooring  -  This  request  would  fund  replacement  of  several  areas  of  flooring  at 
the  Eastern  Montana  Veterans'  Home  in  Glendive.  The  anticipated  cost  of  these  repairs  totals  $37,112  in  FY  2006  and 
comes  from  the  cigarette  tax  state  special  revenue  that  supports  the  costs  of  the  facility. 


Public  Health  &  Human  Services 


B-188 


Senior  &  Long-term  Care 


Public  Health  &  Human  Services 


22-Senior  &  Long-term  Care 


Aging  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  00-07 

FTE 

8.00 

0.00 

0.00 

8.00 

0.00 

0.00 

8.00 

8.00 

Personal  Services 
Operating  Expenses 
Grants 

Benefits  &  Claims 
Total  Costs 

393,415 

318,852 

7,226,930 

864,900 

$8,804,097 

(7,022) 

(381) 

1 37,721 

32,448 

$162,766 

0 

0 

257,000 

0 

$257,000 

386,393 

318,471 

7,621,651 

897,348 

$9,223,863 

(6,739) 

(366) 

137,721 

32,448 

$163,064 

0 

0 

257,000 

0 

$257,000 

386,676 

318,486 

7,621,651 

897,348 

$9,224,161 

773,069 

636,957 

15,243,302 

1,794,696 

$18,448,024 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

1,992,967 

24,771 

6,786,359 

$8,804,097 

32,656 

0 

130,110 

$162,766 

257,000 

0 

0 

$257,000 

2,282,623 

24,771 

6,916,469 

$9,223,863 

32,448 

0 

130,616 

$163,064 

257,000 

0 

0 

$257,000 

2,282,415 

24,771 

6,916,975 

$9,224,161 

4,565,038 

49,542 

13,833,444 

$18,448,024 

The  aging  function  administers  grants  for  community  services  managed  by  local  agencies  and  the  state  supplement 
payment  for  persons  eligible  for  Social  Security  Insurance  payments  due  to  their  disability  and  low  income.  The  2007 
biennium  budget  request  increases  about  $0.4  million  annually  above  the  FY  2004  base  budget  request.  The  single  largest 
request  ($0.3  million  general  fund  annually)  would  restore  aging  services  reductions  (characterized  as  a  cut  to  the  Meals 
on  Wheels  program)  proposed  in  the  2003  biennium  executive  budget  and  accepted  by  the  legislature.  The  Governor 
offset  the  reduction  during  the  2003  biennium  with  one-time  federal  fiscal  relief  funds,  which  are  removed  from  the  FY 
2004  base  budget.  The  other  changes  in  the  aging  services  function  budget  request  increases  in  federal  funding  for  care 
giver  grant  functions  and  general  fund  for  supplemental  payments  to  developmentally  disabled  individuals  entering 
community  services. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General             State 
FTE                  Fund                 Special 

Federal 
Special 

Total 

Funds               FTE 

General              State 
Fund                 Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

9,076 

(16,098) 

(381) 

9,373 

(16,112) 

(366) 

Total  Statewide  Present  Law  Adjustments 

($7,403) 

($7,105) 

DP  22  -  State  Supplement  Caseload  Increase 

0.00                32,448 

DP  173  -  Increased  Funding  For  Caregiver  Program 
0.00                        0 

0                        0 
0              137,721 

32,448 
137,721 

0.00 
0.00 

32,448 
0 

0                      0 
0             137,721 

32,448 
137,721 

Total  Other  Present  Law  Adjustments 

0.00             $32,448 

$0            $137,721 

$170,169 

0.00 

$32,448 

$0           $137,721 

$170,169 

Grand  Total  All  Present  Law  Adjustments 

$162,766 

$163,064 

DP  22  -  State  Supplement  Caseload  Increase  -  This  request  adds  about  $65,000  general  fund  over  the  biennium  to  pay  the 
state  Social  Security  supplemental  payment  for  Medicaid  eligible  persons  residing  in  the  community.  The  request  is 
based  on  the  Travis  D.  lawsuit  that  was  settled  in  February  2004.  The  terms  of  the  mediation  settlement  agreement 
between  the  executive  branch  and  the  plaintiffs  requires  the  department  to  move  at  least  45  individuals  from  the  Montana 
Developmental  Center  (MDC)  into  community  services  by  December  2007.   The  first  group  of  26  are  scheduled  to  be 
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placed  in  community  services  by  the  end  of  FY  2005,  then  the  final  19  persons  would  transition  starting  July  2007  through 
Dec  2007. 
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State  Supplement  Payments  -  This  request  funds  the  state  supplement  payments  that  will  be  paid  due  to  the 
Travis  P.  settlement.  The  cost  of  benefits  paid  to  eligible  individuals  who  are  not  part  of  the  settlement  and 
move  into  community  services  is  not  included  in  this  request.  The  legislature  may  wish  to  ensure  that  the 
general  fund  necessary  to  meet  any  higher  level  of  state  supplement  payments  be  transferred  from  the  Disability  Services 
Division  to  SLTC.  This  issue,  including  legislative  policy  and  fiscal  options,  is  discussed  in  greater  detail  in  the 
Disability  Services  Division  program. 


DP  1 73  -  Increased  Funding  For  Caregiver  Program  -  This  request  adds  $275,442  in  federal  spending  authority  over  the 
biennium  for  increased  funding  of  the  Caregiver  Program.  This  program  provides  information,  assistance,  education,  and 
support  for  family  caregivers,  which  includes  grandparents  raising  grandchildren.  It  also  provides  for  respite  care  and 
some  limited  short-term  support  services. 


LFD 
COMMENT 


utilization. 


Additional  Support  Services  to  Maintain  Persons  in  Their  Homes  -  This  federal  grant  helps  provide 
support  to  family  caregivers,  including  those  care  givers  who  support  aged  and  disabled  persons.  If  the 
legislature  authorizes  this  funding  request,  it  could  contribute  to  helping  slow  growth  in  nursing  home 


New  Proposals 


New  Proposals 

Fis 

Sub                                           General 
Program                FTE                  Fund 

ca|  2006 

Fiscal  2007    -    — 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  68  -  Restore  Meals  on  Wheels  Funding 

03                  0.00            257,000 

Total                   0.00           $257,000 

0 
$0 

0 

so 

257,000 
$257,000 

0.00 
0.00 

257,000 
$257,000 

0 
$0 

0 
$0 

257,000 
$257,000 

DP  68  -  Restore  Meals  on  Wheels  Funding  -  This  proposal  restores  funding  that  was  removed  by  the  2003  Legislature  and 
was  later  temporarily  restored  by  the  Governor  during  FY  2004  with  federal  funds  from  Jobs  and  Growth  Tax  Relief 
Reconciliation  Act.  The  cost  of  this  proposal  totals  $514,000  from  the  general  fund  over  the  biennium,  and  is  used  to 
support  programs  administered  by  locally  based  Area  Agencies  on  Aging  such  as  Meals  on  Wheels. 
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Division  Administration  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

5.00 

0.00 

0.00 

5.00 

0.00 

0.00 

5.00 

5.00 

Personal  Services 

287,153 

(2,996) 

0 

284,157 

(3,817) 

0 

283,336 

567,493 

Operating  Expenses 

74,093 

3,836 

0 

77,929 

4,242 

0 

78,335 

156,264 

Total  Costs 

$361,246 

$840 

$0 

$362,086 

$425 

so 

$361,671 

$723,757 

General  Fund 

158,492 

704 

0 

159,196 

173 

0 

158,665 

317,861 

State/Other  Special 

55,583 

46 

0 

55,629 

78 

0 

55,661 

111,290 

Federal  Special 

147,171 

90 

0 

147,261 

174 

0 

147,345 

294,606 

Total  Funds 

$361,246 

$840 

$0 

$362,086 

$425 

$0 

$361,671 

$723,757 

The  division  administration  function  2007  biennium  budget  changes  little  from  the  FY  2004  base  budget.  The  statewide 
present  law  adjustment  is  the  only  change. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

8,845 

(11,841) 

(64) 

3,900 

(11,805) 

(61) 

4.303 

Total  Statewide  Present  Law  Adjustments 

$840 

$425 

Crand  Total  All  Present  Law  Adjustments 

$840 

$425 
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Adult  Protective  Services  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

38.75 

(0.15) 

0.00 

38.60 

(0.15) 

0.00 

38.60 

38.60 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Debt  Service 
Total  Costs 

1,531,246 

258,205 

30,000 

59,661 

4,752 

$1,883,864 

154,411 

(2,853) 

0 

0 

0 

$151,558 

0 
0 
0 
0 
0 
$0 

1,685,657 

255,352 

30,000 

59,661 

4,752 

$2,035,422 

154,961 

(2,745) 

0 

0 

0 

$152,216 

0 
0 
0 
0 
0 
$0 

1,686,207 

255,460 

30,000 

59,661 

4,752 

$2,036,080 

3,371,864 

510,812 

60,000 

119,322 

9,504 

$4,071,502 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

1,299,775 

221,899 

362,190 

$1,883,864 

122,858 

22,345 

6,355 

$151,558 

0 

0 

0 

$0 

1,422,633 

244,244 

368,545 

$2,035,422 

122,802 

22,976 

6,438 

$152,216 

0 
0 
0 

so 

1,422,577 

244,875 

368,628 

$2,036,080 

2,845,210 

489,119 

737,173 

$4,071,502 

The  Adult  Protective  Services  (APS)  program  is  responsible  for  the  investigation  of  abuse,  neglect,  and  exploitation  of 
adults.  Additionally,  the  program  has  about  $60,000  annually  to  help  provide  emergency  services  such  as  temporary 
lodging,  and  cleaning.  The  majority  of  FTE  in  the  program  are  adult  protective  services  social  workers. 

The  budget  request  shows  a  net  increase  of  about  $123,000  general  fund  each  year  ($152,000  total  funds)  due  to  statewide 
present  law  adjustments,  with  a  slight  offset  for  a  proposal  to  continue  personal  services  funding  reductions  made  by  the 
2003  legislature. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 

cal  2006 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

230,353 

(70,465) 

(2,853) 

231,044 

(70,496) 

(2,745) 

Total  Statewide  Present  Law  Adjustments 

$157,035 

$157,803 

DP  9999  -  Statewide  FTE  Reduction 

(0.15)               (5,477) 

0 

0 

(5,477) 

(0.15) 

(5,587) 

0 

0 

(5,587) 

Total  Other  Present  Law  Adjustments 

(0.15)             ($5,477) 

$0 

$0 

($5,477) 

(0.15) 

($5,587) 

$0 

$0 

($5,587) 

Grand  Total  All  Present  Law  Adjustments 

$151,558 

$152,216 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  a  funding  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  The  general  fund  and  0.15  FTE  per  biennium  are  removed  from  the  budget 
permanently. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budge!  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

567.75 

(5.85) 

3.00 

564.90 

(5.65) 

5.00 

567.10 

567.10 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Transfers 

23,773,529 

9,178,091 

41,010 

8,598,188 

31,322,620 

0 

2,123,495 
752,589 

0 
1,053,964 
5,667,939 

0 

142,290 

223,125 

0 

0 

3,579,631 

0 

26,039,314 

10,153,805 

41,010 

9,652,152 

40,570,190 

0 

2,200,011 
1,115,939 

0 
1,303,964 
6,573,454 

0 

236,455 

258,960 

0 

0 

3,514,631 

0 

26,209,995 

10,552,990 

41,010 

9,902,152 

41,410,705 

0 

52,249,309 
20,706,795 
82,020 
19,554,304 
81,980,895 
0 

Debt  Service 

80,093 

0 

0 

80,093 

0 

0 

80,093 

160,186 

Total  Costs 

$72,993331 

$9397,987 

$3,945,046 

$86336364 

$11,193368 

$4,010,046 

$88,196,945 

$174,733309 

General  Fund 
State/Other  Special 
Federal  Special 

36,594,770 

4,671,445 

31,727,316 

5,477,797 

470,505 

3,649,685 

412,889 

3,272,942 

259,215 

42,485,456 

8,414,892 

35,636,216 

6,298,372 

547,053 

4,347,943 

362,976 

3,324,296 

322,774 

43,256,118 

8,542,794 

36,398,033 

85,741,574 
16,957,686 
72,034,249 

Total  Funds 

$72,993,531 

$9^97,987 

$3,945,046 

$86336364 

$11,193368 

$4,010,046 

$88,196,945 

$174,733,509 

Program  Description 

The  Addictive  and  Mental  Disorders  Division  (AMDD)  is  responsible  for  providing  alcohol  and  drug  prevention  services, 
treatment  and  aftercare  services,  and  mental  health  treatment  services.  Alcohol  and  drug  services  are  provided  through 
inpatient  and  outpatient  settings.  Direct  inpatient  services  are  provided  at  the  76-bed  Montana  Chemical  Dependency 
Center  (MCDC)  in  Butte.  Other  inpatient,  outpatient,  and  prevention  services  are  provided  through  contracts  with 
community-based  programs  around  the  state. 

Community-based  mental  health  services  are  delivered  to  eligible  Medicaid  and  non-Medicaid  individuals  through  a 
network  of  providers  around  the  state.  Non-Medicaid  services  are  delivered  through  the  Mental  Health  Services  Plan 
(MHSP)  to  individuals  with  a  serious  and  disabling  mental  illness  with  incomes  up  to  1 50  percent  of  the  federal  poverty 
level.  Montana  State  Hospital  (MSH)  at  Warm  Springs  (1 89  licensed  beds)  and  the  Montana  Mental  Health  Nursing  Care 
Center  (nursing  care  center)  at  Lewistown  (165  beds  available  /  75  beds  budgeted)  provide  institutional  services  to 
individuals  with  mental  illness.  The  services  at  MSH  are  typically  of  a  short  duration  while  services  for  residents  at  the 
nursing  care  center  are  considered  to  be  long  term. 

Statutory  references:  mental  health  is  in  Title  53,  Chapter  21,  parts  1  through  7  and  part  10,  MCA,  and  P.  L.  102-321, 
CFR.  Chemical  dependency  is  in  Title  53,  Chapters  1  and  24,  MCA,  and  Part  C,  Title  XDC  of  the  Social  Security  Act. 

Program  Highlights 


Addictive  and  Mental  Disorders  Division  (AMDD) 
Major  Budget  Highlights 


The  AMDD  2007  biennium  budget  request  is  $28  million  total  funds 
($13  million  general  fund)  higher  than  the  FY  2004  base  budget 

•  General  fund  changes  due  to  the  Medicaid  state  match  rate 
adjustments  total  $3  million  general  fund  and  a  like  decrease 
in  federal  funds 

Major  budget  and  legislative  initiatives  in  the  AMDD  budget  request 
include: 

•  Expansion  of  the  Program  for  Active  Community  Treatment 
(PACT)  from  140  slots  in  FY  2004  to  290  slots  by  the  end  of 


Public  Health  &  Human  Services 


B-193 


Addictive  &  Mental  Disorders 


Public  Health  &  Human  Services 


33- Addictive  &  Mental  Disorders 


FY  2005  to  350  slots  by  the  end  of  FY  2007  ($1.5  million 

general  fund  over  the  biennium) 

Funding  for  5.00  new  FTE  by  FY  2007  to  be  located  in  5 

regions  of  the  state  to  help  develop  community  mental  health 

services,  link  persons  to  community  services,  and  provide  a 

local  AMDD  representative 

Legislation  (LC  1 39)  to  allow  AMDD  to  establish  rules  and  a 

process  for  a  non  binding  preauthorization  for  emergency 

detention  at  Montana  State  Hospital  (MSH) 


MAJOR  LFD  ISSUES 


MSH  average  daily  population  (and  budget)  could  be  reduced  if 
executive  budget  and  legislation  proposals  are  adopted  to: 

•  Increase  community  services 

•  Provide  rate  increases  to  facilitate  access  to  psychiatric 
services  for  public  mental  health  clients 

•  Establish  a  process  to  more  thoroughly  evaluate  and  locate 
community  placements  for  emergency  detentions  prior  to 
placement  at  MSH 

•  Place  new  FTE  in  regions  throughout  the  state 
Appropriation  requests  from  the  alcohol  state  special  revenue  account 
exceed  projected  revenues  in  FY  2006,  despite  a  funding  shift  to 
support  some  of  the  Montana  Chemical  Dependency  Center  (MCDC) 
costs  from  the  general  fund 

The  executive  budget  request  shifts  $1.7  million  of  tobacco  settlement 
revenues  statutorily  allocated  to  the  Children's  Health  Insurance 
Program  (CHIP)  from  CHIP  to  the  Mental  Health  Services  Plan 
(MHSP) 

Information  on  the  impact  of  the  Medicare  Modernization  Act  (MMA) 
and  the  proposed  Health  Insurance  Flexibility  and  Accountability 
(HIFA)  waiver  should  be  more  complete  during  legislative 
consideration  of  the  executive  budget  proposal  and  could  result  in 
savings  in  prescription  drug  costs  at  the  state  hospital  and  nursing  care 
center  as  well  as  potential  inclusion  of  100  percent  general  fund 
mental  health  expenditures  to  expand  services  under  the  proposed 
HIFA  waiver 

The  establishment  of  Service  Area  Authorities  (SAAs)  has  not 
progressed  as  quickly  as  originally  envisioned  by  AMDD  when  it  first 
introduced  the  concept  to  the  2001  Legislature,  and  the  basic  design  of 
the  SSA  has  changed  over  time 
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Program  Narrative 

The  AMDD  budget  request  for  the  2007  biennium  is  $20  million  total  funds  ($  1 0  million  general  fund)  higher  than  the 
2005  biennium.  The  increases  are  due  to: 

•  Growth  in  Medicaid  caseload  and  service  utilization,  including  addition  of  150  new  Program  for  Assertive 
Community  Treatment  program  slots  initiated  during  FY  2005  and  an  expansion  of  60  more  slots  through  the 
2007  biennium 

•  Changes  in  the  federal  Medicaid  match  rate 

•  Continuation  of  one-time  appropriations  of  tobacco  settlement  revenues  for  the  Mental  Health  Services  Plan 
(MHSP)  prescription  drug  benefit  and  a  small  portion  of  state  Medicaid  match 

•  State  institution  costs  for  24  hour  staffing  and  inflation  in  food  and  medical  costs 

•  Funding  for  5.00  new  regional  FTE,  which  is  partially  offset  by  FTE  funding  reductions 

Figure  57  shows  the  AMDD  budget  request  compared  to  the  FY  2004  base  budget  by  major  division  function.  Division 
administration  is  only  1  percent  of  the  FY  2007  budget  request,  while  addiction  services  accounts  for  14  percent.  Mental 
health  functions  encompass  85  percent  of  the  AMDD  budget  request,  with  mental  health  Medicaid  benefits  being  the 
single  most  significant  component  with  39  percent  of  the  total. 
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The  three  state  institutions  administered  by  AMDD  account  for  38  percent  of  the  FY  2007  budget  request,  with  the  MSH 
budget  request  comprising  26  percent  of  the  total  division  request.  The  state  institutions  also  use  the  lion's  share  of 
general  fund  in  AMDD,  with  72  percent  of  the  FY  2004  base  budget  funding,  dropping  to  68  percent  in  FY  2007. 
Despite  the  percentage  decline,  the  total  general  fund  request  for  state  mental  health  institutions  rises  $3  million  from  the 
base  budget  to  the  FY  2007  request.  The  increase  is  due  to  present  law  adjustments  to  add  overtime,  shift  differential,  and 
holiday  pay  in  order  to  provide  24  hour  staffing,  which  are  removed  from  the  FY  2004  base  budget,  and  due  to  cost 
increases  in  prescription  drugs,  medical  costs  paid  to  other  hospitals  for  physical  health  conditions  that  must  be  treated, 
utilities,  and  food. 

The  2007  biennium  general  fund  request  for  the  two  state  mental  health  institutions  is  $59  million.  Part  of  state  institution 
costs  are  offset  by  other  payers  including  private  insurance,  district  courts,  Indian  Health  Services,  Medicare  and 
Medicaid.  Reimbursement  for  institutional  services,  above  the  amount  required  to  pay  debt  service  on  bonds  issued  for 
the  new  state  hospital,  is  deposited  to  the  general  fund.  The  Revenue  and  Transportation  Oversight  Committee  adopted 
revenue  estimates,  which  include  $11.5  million  in  state  institutional  reimbursement  to  the  general  fund  from  MSH  and 
nursing  care  center.  Medicare  is  the  most  significant  source  of  revenue  for  MSH  since  it  is  a  licensed  hospital  and 
Medicare  will  provide  a  lifetime  benefit  up  to  190  days  of  inpatient  psychiatric  hospital  reimbursement  for  Medicare 
eligible  persons.  Medicaid  is  the  largest  source  of  reimbursement  for  the  nursing  care  center  (MMHNCC),  since 
Medicaid  will  provide  reimbursement  in  state  institutions  for  mental  disease  for  persons  under  the  age  of  21  and  over  the 
age  of  65.  A  significant  number  of  nursing  care  center  residents  are  over  65  and  eligible  for  Medicaid.  Please  see  the 
DPHHS  overview  for  a  comparison  of  each  budget  request  for  the  seven  state  institutions  administered  by  DPHHS. 

MSH  Population  Levels 

Figures  58  and  59  show  the  admissions  and  average  daily  population  (ADP)  by  year  from  FY  1996  through  FY  2005 
based  on  DPHHS  data  and  estimates.  FY  2005  projected  ADP  is  expected  to  exceed  the  hospital's  licensed  capacity  by  1 
person.  While  there  have  been  discussions  on  the  potential  adverse  impact  of  high  ADPs  on  MSH  licensure  and  therefore 
receipt  of  Medicare  reimbursement,  it  is  rare  for  a  hospital  to  lose  its  license  due  to  admissions  above  the  licensed 
capacity. 


Figure  58 


MSH  Admissions 
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Figure  59 


MSH  Average  Daily  Census 
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The  community  mental  health  services  budget  also  increases  from  base  budget  expenditures.  Medicaid  mental  health 
services  rise  from  $28  million  in  the  base  budget  to  nearly  $35  million  in  the  FY  2007  request,  with  general  fund  match 
increasing  from  $5  million  to  $8  million  over  the  same  time.  Medicaid  costs  increase  due  to  annualization  of  new 
Program  for  Active  Community  Treatment  services  brought  on  line  during  FY  2005.  The  PACT  expansions  will  provide 
supported  community  rehabilitation  services  to  150  more  persons  with  severe  and  disabling  mental  illness  by  the  end  of 
the  2005  biennium  with  an  increase  of  45  slots  in  FY  2006  and  another  15  slots  in  FY  2007.  See  Figure  60. 
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Another  significant  component  of  the  Medicaid  general  fund  growth  is  the 
increase  in  state  match  rate.  The  executive  mental  health  budget  request  also 
includes  a  rate  increase  for  psychiatric  services  in  an  effort  to  enhance  access  to 
such  services.  The  PATH/Homeless  grant  to  locate  and  help  homeless  persons 
who  are  mentally  ill  rises  to  the  full  grant  amount  from  FY  2004  to  FY  2007, 
including  the  general  fund  match. 


Figure  ( 
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PACT  Programs  and  Number 

of  Slots  by  Fiscal  Year 

PACT  Sites 

2004 
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Total 
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335 
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%  Over  Base 

107% 

39% 

150% 

MSH  Population  Due  to  Improved  Mental  Health  Community  Services  and  Gatekeeper  Legislation  -  The 
DPHHS  budget  request  and  legislation  requests  as  well  as  other  local  initiatives  should  impact  the  number  of 
persons  admitted  to  and  maintained  in  MSH.   However,  despite  these  initiatives  the  MSH  budget  proposal  is 
based  on  near  maximum  daily  population  at  1 80  per  day  (licensed  capacity  1 89).  The  FY  2004  daily  population  was  1 89. 


LFD 
ISSUE 


Executive  Budget  Request 

The  DPHHS  budget  request  includes  funding  for: 

•  5.00  new  FTE  to  improve  institutional  and  regional  service  delivery  by  FY  2007 

•  1 94  new  Program  for  Assertive  Community  Treatment  (PACT)  program  slots  in  FY  2006  compared  to  the  FY  2004 
base  budget  and  an  additional  1 5  slots  in  FY  2007 

•  Crisis  stays  in  community  hospitals  for  MHSP  beneficiaries  through  the  HTFA  waiver  in  order  to  help  stabilize  and 
serve  persons  in  the  community 

•  Training  for  MSH  staff  to  reduce  violence  and  improve  staff-patient  communication  that  has  improved  therapeutic 
outcomes  in  other  states 

Regional  Staff 

The  goal  of  these  budget  proposals  is  to  enhance  community  resources  for  persons  with  a  severe  and  disabling  mental 
illness  including,  for  the  first  time,  a  local  AMDD  representative  for  state  mental  health  resources.  Mental  health  services 
have  no  "field"  presence  to  help  facilitate  services  and  link  clients  with  services.  Both  Senior  and  Long  Term  Care  and 
Disabilities  Services  divisions  have  field  staff  who  are  integral  components  of  program  implementation,  and  service  and 
budget  management. 

PACT  Expansion 

AMDD  established  two  PACT  (Program  for  Assertive  Community  Treatment)  programs  in  late  1999,  with  a  capacity  of 
140  total  slots,  which  will  be  expanded  to  335  slots  in  FY  2006  and  350  slots  in  FY  2007.  PACT  is  a  service  built  around 
the  goal  of  maintaining  persons  with  a  severe  and  disabling  mental  illness  in  the  community.  PACT  is  comprised  of  a 
team  of  persons  who  routinely  deliver  services  in  the  community,  such  as  medication  deliveries,  emergency  services  as 
necessary,  and  daily  living  skills.  Other  PACT  services  include  medication  management,  outpatient  counseling, 
vocational  rehabilitation  and  chemical  dependency.  AMDD  requires  that  PACT  programs  spend  at  least  75  percent  of 
service  time  outside  an  office  setting. 

MSH  Population  Due  to  Improved  Mental  Health  Community  Services  and  Gatekeeper  Legislation  -  The  DPHHS  budget 
request  and  legislation  requests  as  well  as  other  local  initiatives  should  impact  the  number  of  persons  admitted  to  and 
maintained  in  MSH.  However,  despite  these  initiatives  the  MSH  budget  proposal  is  based  on  near  maximum  daily 
population  at  1 80  per  day  (licensed  capacity  1 89).  The  FY  2004  daily  population  was  1 89. 
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Crisis  Services 

Lack  of  crisis  services,  including  crisis  and  secure  beds,  is  one  of  the  most  frequently  noted  mental 
health  service  deficits  in  Montana,  and  is  frequently  cited  as  a  reason  that  MSH  is  near  or  over  capacity.  If  the  HIFA 
waiver  is  implemented  and  contains  an  inpatient  hospital  benefit,  it  could  increase  the  availability  of  community  crisis 
services.  Additionally,  when  persons  are  maintained  in  the  community,  it  is  easier  to  link  them  to  community  resources  or 
to  reintegrate  them  into  the  community  services  they  had  prior  to  the  decompensation  (a  severe  relapse  of  the  mental 
disease). 


MSH  Staff  Training 

Finally,  training  for  MSH  staff  would  be  based  on  training  used  by  other  state  mental  hospitals.  AMDD  documentation 
notes  that  this  training  has  resulted  in  better  therapeutic  outcomes  for  the  patients  in  other  state  mental  hospitals. 
Improved  therapeutic  outcomes  should:  1)  translate  to  some  improvement  and  rehabilitation  that  helps  mentally  ill 
persons  sustain  their  community  placements;  and  2)  help  persons  transition  to  community  services  more  successfully. 

If  approved,  these  budget  requests  and  programmatic  changes  should  lower  MSH  populations  over  the  2007  biennium. 

Gatekeeper  Legislation 

DPHHS  has  also  requested  legislation  to  help  determine  appropriate  emergency  detention  admissions  to  MSH,  with  the 
goals  of  keeping  more  persons  in  the  community  when  appropriate  and  diverting  inappropriate  admissions  to  the  state 
hospital.  The  bill  (LC  139): 

•  Establishes  a  preauthorization,  non  binding  review,  determination,  and  certification  as  to  whether  a  person  meets 
emergency  detention  criteria  for  admission  to  MSH 

•  Gives  DPHHS  rule  making  authority  to  define  criteria  for  emergency  detention  admission  to  MSH 

•  If  emergency  detention  criteria  are  not  met,  requires  the  MSH  superintendent  (or  designee)  to  work  with  the 
county  attorney,  court,  the  person's  attorney,  the  peace  officer  detaining  the  person  and  the  professional  person 
evaluating  the  detainee  to  find  a  suitable  community  alternative 

•  Allows  the  peace  officer  to  detain  the  person  at  MSH  if  a  suitable  alternative  cannot  be  found 

•  Requires  counties  to  pay  the  costs  of  emergency  detentions  that  do  not  meet  the  criteria  established  in  rule 

•  Requires  DPHHS  to  facilitate  development  of  local  plans  to  divert  emergency  detentions  from  MSH 

•  Requires  county  attorneys  to  "make  arrangements"  with  one  or  more  facilities  for  the  emergency  detention  of 
persons  who  appear  to  have  a  mental  disorder  and  are  a  danger  to  self  or  others 

•  Prohibits  persons  from  being  detained  longer  than  close  of  business  on  the  next  regular  business  day  unless  the 
county  attorney  has  filed  a  petition  for  commitment  and  the  court  has  issued  an  order  of  detention 

The  requirements  in  this  bill  could  help  foster  the  development  of  local  crisis  services,  depending  on  the  financial 
resources  that  are  available  to  local  entities.  For  instance,  some  county  funds  currently  being  spent  on  transporting  persons 
to  MSH  could  be  redirected  to  payment  for  crisis  services.  However,  in  less  populous  areas  of  the  state,  alternatives  to 
MSH  detention  may  be  limited.  Also,  if  the  budget  request  for  regional  staff  is  approved,  AMDD  should  have  more  staff 
resources  to  devote  to  facilitating  development  of  local  crisis  services  plans  and  providing  assistance  in  locating  or 
developing  alternative  services  to  MSH. 

Efforts  to  Improve  Mental  Health  Response  and  Services  by  Other  Groups 

In  addition,  other  groups  undertaking  initiatives  in  the  mental  health  arena  that  may  help  foster  community  mental  health 
services  and  also  divert  persons  from  MSH.  For  instance,  a  collaborative  effort  among  counties,  including  police  and 
sheriffs,  Community  Mental  Health  Centers,  AMDD,  mental  health  advocates  (NAMI  -  Nation's  Voice  for  Mental 
Illness),  and  other  community  groups  is  exploring  how  specialized  law  enforcement  training  and  development  ot 
specialized  community  mental  health/detoxification  services  used  in  other  states  -  most  notably  Tennessee  -  could  be 
applied  in  Montana.  
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The  model  involves  training  law  enforcement  personnel  in  recognition  of  mental  illness,  methods  of 
de-escalation  of  potentially  explosive  and  violent  situations,  and  changes  in  the  way  that  persons  are 
charged  to  facilitate  movement  of  mentally  ill  persons  into  treatment  rather  than  into  the  prison 
system.  AMDD  provided  funding  for  a  group  to  travel  to  Tennessee  to  see  the  model  in  action  and  grant  funding  is  being 
pursued  to  return  law  enforcement  personnel  to  Tennessee  to  become  trained  in  this  method.  It  is  expected  that  the  model 
could  be  piloted  in  Billings,  Helena,  Bozeman,  and  Missoula.  However,  access  to  community  crisis  services,  particularly 
secure  crisis  services,  is  a  concern  for  some  of  the  participants.  One  of  the  reasons  that  this  model  works  well  in  other 
states  is  access  to  a  hub  of  non-hospital  crisis  services,  including  secure  care  and  detoxification,  that  is  located  in 
proximity  to  a  hospital  in  case  medical  conditions  warrant  more  intensive  medical  attention.  However,  some  of  the 
executive  budget  requests  should  help  improve  access  to  crisis  services  in  the  community. 

Policy  and  Budget  Issue 

The  executive  budget  bases  the  MSH  request  on  an  average  daily  population  of  180,  which  is  9  fewer  than  population  in 
the  base  year  funding.  The  expansion  of  community  services,  staff  training,  addition  of  field  staff,  and  gatekeeper 
legislation  should  have  some  impact  on  MSH  populations,  especially  since  AMDD  has  maintained  for  several  biennia  that 
some  admissions  to  the  hospital  are  inappropriate. 

The  legislature  could  consider  adjusting  the  MSH  appropriation  to  reflect  a  smaller  average  daily  population  than  1 80  in 
the  2007  biennium  if  it  approves  the  executive  budget  request  to  expand  community  services,  staffing,  and  training,  and 
DPHHS  legislation  to  defer  inappropriate  admissions  to  the  hospital.  The  legislature  may  wish  to  consider  establishing  a 
line  item  appropriation  or  language  that  alters  appropriation  levels  in  HB  2  contingent  on  passage  of  other  legislation. 

The  legislature  could  also  consider  language  in  HB  2  similar  to  that  crafted  when  developmental  disability  state 

institutions  were  expected  to  downsize.  The  language  was: 

Included  in  item  [Movement  from  Institutions  to  Community  Settings  (maximum  institutional  population  target)] 
is  general  fund  of  $(insert  amount)  in  FY  2006  and  $(insert  amount)  in  FY  2007.  This  funding  is  one  time  only. 
The  combined  population  at  the  (insert  number  if  more  than  one)  institutions  (name  institutions  )  may  not  exceed 
(insert  target  amount)  individuals  at  the  end  of  the  2007  biennium.  If  the  Addictive  and  Mental  Disorders  Division 
has  a  population  of  more  than  (insert  target  amount)  individuals  at  the  (insert  number  of)  institutions  at  the  end  of 
the  2007  biennium,  the  division  shall  certify  that  a  community  residential  setting  was  not  available  for  the 
individuals  remaining  in  the  (number  of)  institutions. 


Mental  Health  Services  and  Service  Area  Authorities 

The  public  mental  health  service  system  has  been  in  a  state  of  flux  since  April  1,  1997  when  the  statewide  mental  health 
managed  care  system  was  implemented.  Since  that  time,  the  system  has  undergone  dramatic,  and  sometimes  quick, 
changes.  The  most  recent  change  to  be  implemented  -  moving  to  three  regional  Service  Area  Authorities  (SAAs)  -  has 
been  in  place  for  nearly  four  years,  yet  it  remains  unclear  how  SAAs  will  function  and  how  AMDD  will  use  the 
authorities  in  the  public  mental  health  system. 


LFD 
ISSUE 


Role  of  Service  Area  Authorities  (SAAs)  Unclear  -  In  December  2000,  AMDD  received  a  consultant 
report  that  reviewed  aspects  of  the  Montana  mental  health  system,  which  included  a  recommendation  that 
the  system  migrate  toward  a  managed  care,  capitated  (per  person,  per  month  payment  for  most  or  all 

services)  system  operated  by  regional  authorities.    The  legislature  endorsed  the  concept,  and  approved  legislation  and 

budget  authority  to  implement  the  plan. 

During  the  2003  biennium  AMDD  in  consultation  with  the  Mental  Health  Oversight  Advisory  Council: 

•  Defined  three  regions  for  mental  health  services  and  SAAs 

•  Provided  planning  grants  and  staff  support  to  help  S  AA  planning  begin 

•  Made  substantial  progress  in  beginning  an  SAA  in  the  central  region  of  the  state 

•  Testified  to  the  2003  Legislature  that  development  of  SAAs  would  continue 
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During  the  2005  biennium,  AMDD: 


•  Changed  the  role  of  SAAs  to  be  a  planning  and  advisory  body  rather  than  a  service  manager 

•  Determined  that  SAAs  would  not  be  risk  bearing  entities 

•  Provided  financial  and  staff  support  to  the  continued  development  of  SAAs,  which  included  the  development  of 
bylaws  by  the  Central  SAA 

•  Held  an  initial  SAA  "congress"  in  the  eastern  and  western  areas  of  the  state  to  spur  development  of  SAAs  in  those 
regions 

At  this  point  in  time,  it  is  not  clear  how  the  service  planning  functions  of  SAAs  will  meld  into  the  determination  of 
development  of  community  services,  most  especially  in  the  integration  with  development  of  children's  mental  health 
services.  There  is  a  major  service  expansion  of  Program  for  Assertive  Community  Treatment  (PACT)  that  the  legislature 
is  being  asked  to  fund.  However,  it  is  not  clear  how  the  SAAs,  especially  the  Central  SAA,  were  involved  in  the  decision 
to  expand  PACT  services. 

The  legislature  may  wish  to  request  information  on  how  service  planning  for  AMDD  will  be  integrated  with  the  work 
being  done  by  many  Montanans  involved  in  mental  health  service  planning  through  SAAs. 


Addiction  services  community  grants  funded  from  the  federal  substance  abuse  block  grant  increase  about  $1  million  from 
FY  2004  to  FY  2007,  and  account  for  about  7  percent  of  the  total  FY  2007  budget  request.  The  grant  funds  local  chemical 
dependency  programs  and  requires  that  certain  percentages  of  the  grant  be  spent  for  certain  activities.  For  instance,  20 
percent  of  the  grant  must  be  spent  for  prevention  activities.  Chemical  dependency  Medicaid  services  grow  about  $0.3 
million  from  the  base  budget  of  $1 .5  million  to  the  FY  2007  request  and  comprise  2  percent  of  the  total  division  budget. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Addict 

ve  &  Mental  Disorders 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$       36,594,770 

50.1% 

s 

42,485,456 

49.1%     $ 

43.256.118 

49.0% 

02034  Earmarked  Alcohol  Funds 

3,269,632 

4.5% 

3,611,922 

4.2% 

3,740,572 

4.2% 

02053  Medicaid  Nursing  Home  Match 

1,043,222 

1.4% 

1,043,222 

1.2% 

1,043.222 

1.2% 

02384  02  Indirect  Activity  Prog  33 

21,944 

0.0% 

19,485 

0.0% 

19,535 

0.0% 

02691  6901-Msh/Doc  Maint  Agreement 

308.988 

0.4% 

363,389 

0.4% 

362,591 

0.4% 

02698  69010-Prevention&Stabilization 

- 

- 

2,458,550 

2.8% 

2,503,940 

2.8% 

02789  6901-Chip/Mcha  Tobacco  Sett  Fd 

- 

- 

890,665 

1.0% 

845,275 

1.0% 

02987  Tobacco  Interest 

27,659 

0.0% 

27,659 

0.0% 

27,659 

0.0% 

03500  Adad  -  Needs  Asm  Study 

165,097 

0.2% 

- 

- 

- 

■ 

03505  93.150  -  Mntal  Hlth  -  Homeless 

293,598 

0.4% 

300,000 

0.3% 

300,000 

0.3% 

03507  93.958  -  Mntal  Hlth  -  Blk  Grt 

290,000 

0.4% 

1,250,525 

1.4% 

1,250,525 

1.4% 

03508  93.959  -  Adad  -  Blk  Grt  100% 

6,450,912 

8.8% 

6,776,353 

7.8% 

7,079,152 

8.0% 

03580  6901  -93.778  -  Med  Adm  50% 

741,121 

1.0% 

867,991 

1.0% 

932,731 

1.1% 

03583  93.778  -  Med  Ben  Fmap 

23,344,591 

32.0% 

25,962,608 

30.0% 

26,356,331 

29.9% 

03601  03  Indirect  Activity  Prog  33 

381,128 

0.5% 

343,939 

0.4% 

344,508 

0.4% 

03684  6901 -Data  Infrastructure93-230 

60.869 

0.1% 

134.800 

0.2% 

134.786 

02% 

Grand  Total 

$       72,993,531 

100.0% 

s 

86,536,564 

100.0%     $ 

88,196.945 

100.0% 

AMDD  is  supported  by  a  combination  of  general  fund,  state  special  revenue  and  federal  funds.  General  fund  supports  40 
percent  of  the  FY  2004  base  budget  declining  to  33  percent  in  each  year  of  the  2007  biennium  request.  Despite  the 
decline  in  total  percentage,  general  fund  increases  from  $37  million  in  the  base  budget  to  $43  million  in  FY  2007. 
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The  largest  share  of  general  fund  supports  two  state  institutions 
million  in  costs  in  FY  2004,  rising  to  $29  million  in  FY  2007. 


MSH  and  Lewistown  nursing  care  center  -  paying  $26 


General  fund  also  pays  the  state  match  for  mental  health  Medicaid  benefits,  accounting  for  $5  million  of  base  budget 
funding  and  rising  to  $8  million  in  FY  2007.  About  $3  million  of  the  biennial  general  fund  increase  is  due  to  higher  state 
Medicaid  matching  rates,  including  the  offset  for  the  temporary  increase  in  federal  match  rate  during  FY  2004. 
Annualization  of  PACT  program  increases  in  FY  2005  add  $1 .5  million  general  fund  over  the  biennium. 

Funding  Complexity 

Figures  61  and  62  show  the  federal  and  state  special  revenue  allocations  and  flow  among  and  between  services.  The 
diagrams  are  intended  to  help  the  reader  understand  how  the  various  funding  sources  interact  and  support  mental  health 
and  addictive  services. 


Figure  6 1 
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Funding  for  Addiction  and  Treatment  Services 
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Figure  62 


Federal  Funds 

Federal  funds  support  56  percent  of  the  base  budget  rising  to  60  percent  of  total  funding  during  the  2007  biennium. 
Medicaid  caseload  increases  and  annualization  of  start  up  costs  for  new  services,  including  group  home  and  PACT 
programs,  contribute  to  the  rising  share  of  federal  funding. 

The  single  largest  source  of  federal  revenue  is  federal  match  for  Medicaid  services  and  administration,  accounting  for  47 
percent  ($30  million)  of  base  budget  funding  and  increasing  to  54  percent  ($37  million)  of  FY  2007  funding.  The  next 
most  significant  source  of  federal  funding  is  the  federal  block  grant  for  Addiction  Disorders  and  Diseases  (Adad),  which 
accounts  for  8  percent  ($7  million)  of  the  FY  2007  request.  This  block  grant  supports  MCDC  and  local  state  approved 
chemical  dependency  programs. 
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There  are  three  mental  health  block  grants.  One  supports  outreach  and  services  for  mentally  ill  homeless  persons  ($0.3 
million  per  year)  and  requires  a  25  percent  state  match.  Another  supports  development  of  a  management  information 
system  ($0.1  million  per  year). 

The  fourth  federal  mental  health  block  grant  is  about  $1  million  per  year  and  requires  a  state  maintenance  of  effort 
(MOE).  The  MOE  is  based  on  the  average  of  two  years  of  state  expenditures  for  certain  types  of  mental  health  services, 
predominantly  community  services.  Since  the  MHSP  program  was  scaled  back  from  the  2003  biennium  and  since  mental 
health  service  reductions  were  implemented  to  contain  general  fund  costs  within  budgeted  amounts,  DPHHS  did  not  meet 
the  required  MOE  in  FY  2004. 


LFD 
ISSUE 


Mental  Health  Block  Grant  Amount  and  2007  Biennium  MOE  -  This  issue  includes  two  components:  1)  the 
amount  of  mental  health  block  grant  available  to  AMDD  for  federal  FY  2004  and  FY  2005;  and  2)  state  MOE 
for  the  federal  mental  health  block  grant  for  those  years  as  well  as  the  2007  biennium. 


Amount  of  Block  Grant 

The  state  received  the  full  mental  health  block  grant  for  FY  2004  even  though  it  did  not  meet  the  MOE  requirement. 
DPHHS  plans  to  spend  the  entire  grant,  but  could  be  in  a  position  to  repay  the  grant  if  its  DPHHS  application  for  a 
"hardship"  waiver  of  federal  MOE  regulations  is  not  met.  LFD  staff  has  asked  DPHHS  to  update  the  Public  Health  and 
Human  Services  Joint  Appropriation  Subcommittee  on  the  status  of  the  grant  negotiations  for  federal  FY  2005  as  well  as 
providing  an  estimate  of  the  MOE  and  amount  of  MOE  in  the  executive  budget.  Depending  on  information  presented 
during  the  2005  session,  the  legislature  may  wish  to  adjust  the  budget  to  reflect  mental  health  block  grant  funds  that  will 
be  available. 

State  MOE 

The  state  maintenance  of  effort  for  the  federal  mental  health  block  grant  is  the  average  of  the  previous  two  years 
expenditures  for  most  mental  health  services.  The  amount  of  state  funding  for  MOE  will  be  dependent  on  whether  the 
executive  budget  request  to  continue  diverting  a  portion  of  tobacco  settlement  revenues  to  MHSP  will  be  approved  and 
how  the  HTFA  waiver  proposal  will  affect  ongoing  mental  health  expenditures  since  the  MHSP  state  funds  are  providing 
the  match  to  fund  increases  in  physical  health  services. 

The  DPHHS  proposal  for  the  HIFA  waiver  relies  on  using  tobacco  settlement  state  special  revenue  authority  that  is 
requested  for  the  MHSP  program  as  the  match  to  expand  physical  health  Medicaid  funded  services.  LFD  staff  has 
requested  that  AMDD  staff  address  the  impact  of  the  HIFA  waiver  proposal  on  the  MOE  for  the  federal  mental  health 
block  grant.  AMDD  FY  2005  estimates  of  MOE  are  $32.8  million  compared  to  projected  state  expenditures  of  nearly  $35 
million  funded. 


State  special  revenue  supports  6  percent  of  base  budget  expenditures  rising  to  10  percent  in  FY  2007.  One-time 
expenditures  of  tobacco  settlement  revenues  of  $2.8  million  to  support  mental  health  prescription  drug  costs  for  MHSP  in 
FY  2004  were  removed  from  the  base  budget  because  they  were  supported  by  a  one-time  diversion  of  tobacco  settlement 
revenue  in  SB  495  (17-6-606,  MCA).  However,  this  diversion  is  requested  as  a  permanent  change  in  the  executive  budget 
through  LC  126. 

Alcohol  Tax  Funds 

Alcohol  tax  revenues  are  the  single  largest  source  of  state  special  revenue  funds,  providing  4  percent  of  division  funding. 
DPPHS  receives  portions  of  wine  and  beer  taxes  and  liquor  license  tax  revenue,  which  are  deposited  into  a  state  special 
revenue  account.  Figure  63  shows  the  estimated  revenues,  executive  budget  request,  and  projected  fund  balance  of  the 
account  by  the  end  of  FY  2007. 
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Figure  63 

Earmarked  Alcohol  Tax  Revenue  and  Expenditures 

FY  2004  Actuals  Through 

FY  2007  Budget  Request 

Revenue/Expenditures 

Actual 

Appropriated 

Executive 

Budget 

%of 

1  iiml  Balance 

FY  2004* 

FY  2005* 

FY  2006 

FY  2007 

Total 

Beginning  Balance 

($10,968) 

$33,537 

$0 

($3,580) 

Revenues 

Liquor  License 

$3,496,000 

$3,818,000 

$3,959,000 

$4,106,000 

71% 

Beer  Tax 

939,000 

906,000 

923.000 

939,000 

16% 

Wine  Tax 

586,000 

658,000 

681,000 

704,000 

12% 

Cost  Recovery  for  MCDC* 

50,000 

52,952 

53,470 

53,993 

124 

Total  Revenue 

$5,071,000 

$5,434,952 

$5,616,470 

$5,802,993 

100% 

Annual  Percent  Change 

4% 

7% 

3% 

3% 

Total  Funds  Available 

$5,060,032 

$5,468,489 

$5,616,470 

5,799,413 

Disbursements 

Chemical  Dependency  Cntr  (MCDC) 

$2,587,566 

$2,627,900 

$2,828,583 

$2,858,039 

49% 

Shift  to  General  Fund  for  MCDC 

0 

0 

(76,273) 

(24,919) 

0% 

Distribution  to  Counties 

1,072,084 

1,140,925 

1,112,600 

1,149,800 

20% 

Services  for  Dually  Diagnosed 

354,552 

354,552 

367,158 

379,434 

7% 

CD  Medicaid  Services/Admin. 

359,112 

430,609 

493,997 

542,470 

9% 

Justice  -  Crime  Lab  DU1  Tests 

303,204 

303,204 

303,204 

303,204 

5% 

CD  Operations 

247,848 

287,032 

290,615 

289,982 

5% 

Cost  Allocated  Admin. 

111,494 

111,494 

111,494 

111,494 

2% 

Montana  State  Hospital 

75,000 

75,339 

75,000 

75,000 

1% 

Quality  Assrrance-Licensure 

52,727 

67,824 

52,244 

52,129 

1% 

Department  of  Corrections-Pine  Hills 

25,523 

25,523 

25,523 

25,523 

0% 

Dept  of  Labor  -  POL  Board 

25,243 

44,087 

35,905 

35,466 

1% 

CD  Benefits  -  NonMedicaid 

106 

0 

0 

0 

0% 

Total  Disbursements 

$5,214,459 

$5,468,489 

$5,620,050 

$5,797,622 

200% 

Adjustments 

$187,964 
$33,537 

$0 

$o[ 

$0 

$0 

|  Ending  Fund  Balance  -  Exec.  Budget 

($3,580) 

$1,791  | 

Percent  Disbursements  Over  Revenues 

0% 
[ 

0% 

0% 

|Endmg  Balance-No  Shift  to  Gen.  Fund 

($79,853)1 

($99,401)1 

•Revenue  estimates  are  those  adopted  by  the  Revenue  and  Transportati 

on  Committee, 

except  for 

MDC  cost  recovery,  which  is  based  on 

AMDD  estimates.  FY  2005  costs  are  based  on  AMDD 

budget  allocations  and  legislative  appropriations  for  other  agencies  and  DPHHS  divisions. 

Alcohol  tax  revenues  allocated  to  DPHHS  are  expected  to  increase  about  $0.8  million  from  the  FY  2004  base  through  the 
2007  biennium  (from  $5  million  to  $5.8  million).  Expenditures  from  the  fund  are  expected  to  grow  from  $5.2  million  to 
$5.7  million. 

The  major  expenditure  from  alcohol  state  special  revenue  is  for  support  of  the  Montana  Chemical  Dependency  Center 
(MCDC)  at  $2.9  million  annually  (49  percent  of  the  total  alcohol  tax  funding).  Since  revenue  is  projected  to  be  less  than 
expenditures,  the  executive  budget  includes  a  new  proposal  to  fund  part  of  MCDC  operations  from  the  general  fund 
(about  $0.1  million  over  the  biennium). 

There  are  two  statutory  appropriations  of  alcohol  tax  revenues  (53-24-109(l)(a)  and  (l)(b),  MCA): 

1 )  20  percent  is  distributed  to  county  programs;  and 

2)  6.6  percent  is  distributed  to  county  programs  that  serve  persons  with  a  mental  illness  and  a  chemical 
dependency. 
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About  9  percent  of  the  alcohol  state  special  revenue  is  requested  to  support  Medicaid  chemical  dependency  services  and 
administration  and  about  5  percent  of  the  total  supports  AMDD  administration  of  non-Medicaid  chemical  dependency 
services.  About  2  percent  supports  cost  allocated  administration  in  AMDD  and  other  programs  in  DPHHS.  The  balance 
of  the  executive  budget  request  is: 

•  Department  of  Justice  -personal  service  costs  of  scientists  and  chemists  who  analyze  blood  and  urine  samples  in 
connection  driving  under  the  influence  (DUI)  cases  at  the  Missoula  crime  lab 

•  Quality  Assurance  Division,  DPHHS  -  licensure  of  state  approved  chemical  dependency  programs 

•  Montana  State  Hospital  -  personal  services  costs  for  chemical  dependency  counselors  to  provide  services  to  MSH 
patients  who  are  chemically  dependent 

•  Department  of  Corrections  -  the  chemical  dependency  program  at  Pine  Hills  in  Miles  City 

•  Department  of  Labor  and  Industry  -  operating  and  staff  costs  for  Professional  and  Occupational  Licensing  (POL) 
for  addiction  counselors 


LFD 
ISSUE 


Deficit  in  Alcohol  Tax  State  Special  Revenue  Fund  -  The  executive  budget  proposes  using  more  alcohol 
tax  revenues  than  are  projected  to  be  received  by  DPHHS.  Even  if  the  legislature  approves  the  $0.1 
million  funding  shift  to  general  fund  to  support  MCDC  operations,  the  account  is  expected  to  have  a  slight 
deficit  in  FY  2006.  If  the  legislature  does  not  want  to  allocate  general  fund  to  support  MCDC,  the  deficit 

is  closer  to  $0.1.   The  deficit  would  increase  if  the  legislature  approves  a  state  pay  plan  that  increases  state  employee 

pay. 

The  legislature  has  several  options  it  can  consider  in  reviewing  the  executive  request  if  it  wants  to  keep  appropriations 
from  the  alcohol  state  special  revenue  account  in  line  with  revenues: 

•  Reduce  or  eliminate  expenditures  that  may  not  be  statutorily  allowed 

•  Review  Medicaid  chemical  dependency  projections  and  MCDC  budget  request 

•  Reduce  federal  funds  passed  through  to  county  programs 

•  Change  the  statutory  appropriations 

•  Increase  revenue 

Use  of  Alcohol  Tax 

LFD  staff  has  requested  a  legal  opinion  about  the  uses  of  state  special  revenue  alcohol  tax  allocated  to  DPHHS  for 
appropriations  historically  made  by  the  legislature  for  other  programs  in  other  agencies.  Figure  63  shows  the 
appropriations  requested  in  the  executive  budget  for  the  following  departments:  Justice,  Commerce,  and  Corrections. 
Other  divisions  within  DPHHS  also  use  alcohol  tax.  The  legal  opinion  will  be  shared  with  the  legislature  and  depending 
on  the  conclusions  of  the  opinion,  the  legislature  may  wish  to  amend  statute  to  allow  any  uses  that  may  be  found  to  be 
out  of  compliance  with  statute  or  the  legislature  may  wish  to  appropriate  another  source  of  revenue  for  such  uses. 

Review  Medicaid  Projections  and  MCDC  Budget  Request 

The  legislature  approved  a  Medicaid  expansion  to  fund  community  chemical  dependency  services  with  Medicaid  funds 
in  the  2001  session.  Alcohol  funds  are  used  as  the  state  match.  As  part  of  the  legislative  approval,  AMDD  pledged  to 
administer  the  Medicaid  expansion  within  appropriated  amounts.  AMDD  has  managed  the  expansion  and,  in 
combination  with  other  factors,  chemical  dependency  Medicaid  expenditures  have  not  grown  as  fast  as  projections  over 
that  time  period.  Legislative  staff  will  review  updated  Medicaid  projections  for  chemical  dependency  (usually  available 
in  early  February)  to  determine  whether  there  are  changes. 

There  appear  to  be  areas  where  the  budget  request  for  MCDC  could  be  trimmed.  For  instance,  present  law  operating 
cost  increases  appear  to  be  more  than  double  the  base  expenditure  amount.  Additionally,  there  is  a  $40,000  accrual  in 
the  base  budget  for  a  potential  grievance  settlement  that  may  be  a  one-time  expenditure  that  could  be  removed  from  the 
base  budget. __^_ 
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Reduce  Federal  Funds  Passed  Through  to  County  Programs 

MCDC  can  be  funded  with  federal  block  grant  funds  ($7  million  annually)  as  well  as  state  special 
alcohol  tax  revenues.  In  FY  2004,  the  amount  of  block  grant  passed  through  to  local  programs  was  about  $0.6  million 
higher  than  the  appropriation,  due  in  part  to  lower  costs  at  MCDC,  and  the  executive  request  for  the  pass-through  is  about 
million  higher  than  the  base  budget  each  year  of  the  2007  biennium.  The  legislature  could  consider  offsetting  the  general 
fund  request  with  block  grant  funds. 


The  policy  trade  off  for  this  issue  would  be  the  allocation  of  funds  between  community  and  institutional  services,  which  is 
a  recurring  human  services  policy  issue  through  out  DPHHS.  If  the  amount  of  federal  block  grant  funds  allocated  to 
communities  is  reduced,  local  programs  would  potentially  serve  fewer  persons.  However,  if  the  legislature  diverted  one- 
half  of  the  proposed  increase  in  block  grant  funds  allocated  to  communities  in  the  executive  budget,  the  short  fall  in 
alcohol  tax  would  be  funded  and  community  programs  would  still  get  a  slight  increase  above  FY  2004  levels. 

Change  Statutory  Appropriations 

The  2003  Legislature  established  two  statutory  appropriations  from  the  DPHHS  alcohol  tax  state  special  revenue  account 
as  a  result  of  the  Legislative  Finance  Committee  interim  study  of  public  mental  health  services.  As  noted  previously,  the 
two  appropriations  are:  1)  20  percent  of  the  account  for  distribution  to  local,  state  approved  programs;  and  2)  6.6  percent 
to  local  programs  that  provide  services  for  persons  who  are  both  mentally  ill  and  chemically  dependent.  The  legislature 
could  choose  to  alter  the  level  of  statutory  appropriations  to  provide  more  authority  for  MCDC.  As  in  the  previous  option, 
the  policy  issue  is  the  allocation  of  funds  between  community  and  institutional  services. 

Increase  Revenue 

Finally,  the  legislature  could  consider  raising  beer,  wine,  or  liquor  license  taxes  sufficiently  to  cover  the  shortfall  in  the 
alcohol  tax  state  special  revenue  fund.  Since  most  of  the  revenue  generated  by  liquor  taxes  goes  to  the  general  fund, 
depending  on  how  a  tax  increase  were  structured,  it  could  also  benefit  the  general  fund.  If  the  legislature  chose  this 
option,  it  could  consider  whether  to  raise  the  tax  and  keep  the  percentage  allocation  to  DPHHS  the  same,  thereby 
generating  some  revenue  for  the  general  fund  also,  or  it  could  consider  raising  the  tax  and  altering  the  percentage 
allocation  to  DPHHS  in  order  that  all  of  the  increase  would  go  to  DPHHS. 


Other  State  Special  Revenue  Sources 

Another  significant  source  of  state  special  revenue  is  tobacco  settlement  revenues,  which  account  for  4  percent  of  FY 
2007  funding.  The  2003  Legislature  authorized  a  one-time  diversion  of  tobacco  settlement  revenues  from  tobacco 
prevention  and  control  to  the  prevention  and  stabilization  account  (PSA)  to  maintain  several  programs  slated  for 
elimination  or  reduction  in  the  executive  budget,  including  MHSP.  The  2003  Legislature  authorized  a  one-time  biennial 
appropriation  of  $6.5  million  in  tobacco  settlement  revenue  to  fund  a  drug  benefit.  AMDD  spent  $2.6  million  in  FY  2004 
for  MHSP  drug  benefits,  which  was  removed  from  base  budget  expenditures  because  it  was  a  one-time  appropriation. 
AMDD  also  received  and  spent  a  $0.2  million  appropriation  from  the  PSA  made  by  the  2003  Legislature  to  stabilize 
mental  health  Medicaid  rates. 

The  executive  budget  is  based  on  a  permanent  reallocation  of  tobacco  settlement  revenues  from  tobacco  prevention  and 
control  to  support  a  number  of  programs,  including  MHSP,  with  a  $5  million  funding  request  in  the  2007  biennium.  The 
executive  budget  proposes  to  use  the  tobacco  settlement  revenue  allocated  to  MHSP  as  the  state  match  for  the  service 
expansions  anticipated  by  the  HIFA  waiver  in  order  to  draw  down  more  federal  matching  funds. 

The  executive  budget  also  redistributes  a  portion  of  tobacco  settlement  revenues  from  CHIP  (Children's  Health  Insurance 
Program)  state  match  to  provide  state  match  for  mental  health  Medicaid  services  -  $2  million  over  the  biennium.  Both 
changes  in  re-distribution  of  tobacco  settlement  funds  will  require  legislation. 
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Permanent  Reallocation  of  Tobacco  Settlement  Revenues  -  The  executive  budget  is  based  on  legislation 
that  will  permanently  reallocate  tobacco  settlement  revenues  from  tobacco  prevention  and  control  and 
from  use  as  matching  funds  for  the  Children's  Health  Insurance  Program  (CHIP).  This  issue  and  policy 
options  are  discussed  in  greater  detail  in  the  DPHHS  overview. 


AMDD  also  administers  a  Medicaid  intergovernmental  transfer  (IGT)  where  counties  transfer  funds  to  AMDD.  Those 
funds  are  used  to  draw  down  federal  Medicaid  matching  funds  and  pay  Community  Mental  Health  Centers  (CMHCs) 
higher  Medicaid  reimbursements  as  allowed  by  federal  rule.  About  $2  million  of  the  AMDD  FY  2007  budget  is 
supported  by  IGT  revenue. 

The  Department  of  Corrections  reimburses  MSH  for  janitorial  services  for  the  Xanthopolous  building  ($0.7  million  over 
the  biennium,  included  in  the  MSH  budget).  Interest  from  the  tobacco  settlement  constitutional  trust  fund  is  used  as  part 
of  the  state  match  for  mental  health  Medicaid  services  ($55,000  over  the  biennium).  Indirect  costs  allocated  to  state 
special  revenue  support  about  $38,000  of  the  2007  biennium  budget  request. 

Biennial  Budget  Comparison 

Figure  64  shows  the  2005  biennium  compared  to  the  2007  biennium  budget  request  for  AMDD.  Funding  for  FTE 
declines  by  0.65  positions,  the  net  effect  of  increases  for  5.00  new  FTE  and  permanent  reductions  for  5.65  FTE.  Personal 
services  costs  increase  about  $3  million,  largely  due  annualization  of  pay  plan  increases  in  FY  2005  and  for  requests  to 
add  overtime  and  associated  costs  for  24  hour  staffing  of  state  institutions  in  the  2007  biennium  because  the  expenditures 
are  removed  from  the  FY  2004  base  budget. 

Operating  costs  rise  about  $2  million,  due  almost  solely 
to  requests  to  increase  medical,  prescription  drug,  food, 
and  rent  costs  for  state  institutions.  Equipment  costs 
increase  negligibly. 


Figure  64 

2005  Biennium  Compared  to  2007  Biennium 

Addictive  and  Mental  Disorders  Division 

Percent 

Percent 

Budget  Item/Fund 

2005  Biennium 

2007  Biennium 

of  Total 

Difference 

Change 

FTE 

567.75 

567.10 

(0.65) 

Personal  Services 

$49,418,737 

$52,249,309 

30% 

$2,830,572 

6% 

Operating 

18,622,018 

20,706,795 

12% 

2,084,777 

11% 

Equipment 

76,751 

82,020 

0% 

5,269 

7% 

Grants 

14,649,757 

19,554,304 

11% 

4,904,547 

33% 

Benefits/Claims 

72,197,662 

81,980,895 

47% 

9,783,233 

14% 

Debt  Service 

124,595 

160,186 

m 

35,591 

29% 

Total  Costs 

$155,089,520 

$174,733,509 

100% 

$19,643,989 

F3% 

General  Fund 

$75,702,771 

$85,741,574 

49% 

$10,038,803 

13% 

State  Special 

9,977,755 

16,957,686 

10% 

6,979,931 

70% 

Federal  Funds 

69,408,994 

72,034,249 

41% 

2,625,255 

4%. 

Total  Funds 

$155,089,520 

$174,733,509 

100% 

$19,643,989 

13% 

Grants  rise  about  $5  million,  due  to  increases  in  federal 
block  grants  for  chemical  dependency  and  mental 
health.  Benefits,  the  single  largest  budget  cost,  rise 
nearly  $10  million  between  biennia.  This  increase  is 
overstated  due  to  removal  of  one  time  appropriations 
from  the  prevention  and  stabilization  account  (PSA)  for 
mental  health  services  plan  drug  benefits  ($6.5  million) 
and  Medicaid  matching  funds  ($0.2  million)  in  the 
2005  biennium,  which  are  requested  to  continue  in  the 
2007  biennium.  Otherwise,  benefit  cost  increases 
support  growth  in  Medicaid  funded  community  mental 
health  and  chemical  dependency  services. 

About  half  of  the  biennial  growth  is  in  the  general  fund  ($10  million),  largely  due  to  personal  services  and  operating  cost 
increases  for  the  state  hospital  and  nursing  care  center  ($5  million),  as  well  as  increases  in  the  state  Medicaid  match  rate 
($2.6  million)  and  expansion  of  Medicaid  funded  mental  health  services  ($1.5  million). 

State  special  revenue  rises  about  $7  million  between  the  biennia,  largely  due  to  the  removal  of  one-time  PSA  expenditures 
and  the  request  to  continue  the  funding  in  the  2007  biennium.  State  special  revenue  also  increases  due  to  diversion  of  a 
portion  of  the  tobacco  settlement  revenue  from  CHIP  state  match  to  support  the  MHSP  program. 

Federal  funds  show  the  smallest  increase  -  about  $3  million  -  in  part  due  to  the  reduction  in  the  federal  match  rate  for 
Medicaid  funded  services.  Federal  funds  rise  due  in  part  to  a  net  increase  in  federal  block  grant  funds  for  chemical 
dependency  and  mental  health  as  well  as  overall  expansion  in  Medicaid  funded  services. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 

Each  of  the  present  law  and  new  proposal  adjustments  will  be  discussed  by  division  function. 


Present  Law  Adjustments 

PSm-aI  ">006 

p;C/~ai  *)nn7 

General               State 

Federal 

Total 

General 

Slate 

Federal 

Total 

FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

1,745,405 

1,819,970 

Vacancy  Savings 

(1,020.739) 

(1,023,718) 

Inflation/Deflation 

55,368 

39,830 

Fixed  Costs 

(153,385) 

(88,510) 

Total  Statewide  Present  Law  Adjustments 

$626,649 

$747,572 

DP  19  -  Medicaid  Caseload  -  Mental  Health 

0.00             789,279 

0 

1,905,427 

2,694,706 

0.00 

970,489 

0 

2,273,125 

3,243,614 

DP  26  -  FMAP  Enhancement  Adjustment  -  Mental  Health 

0.00             725,924 

0 

(725,924) 

0 

0.00 

725,924 

0 

(725,924) 

0 

DP  32  -  FMAP  Adjustment  -  Mental  Health 

0.00             547,120 

0 

(547,120) 

0 

0.00 

711,256 

0 

(711.256) 

0 

DP  46  -  Montana  State  Hospital  Base  Funding  Adjustments 

0.00           1,324,307 

0 

0 

1,324,307 

0.00 

1,324,307 

0 

0 

1,324,307 

DP  48  -  MT  Mental  Health  Nursing  Care  Center  Base  Adj 

0.00             291,238 

0 

0 

291 ,238 

0.00 

291,238 

0 

0 

291,238 

DP  51  -  PACT  Caseload 

0.00             745,152 

0 

1,731,678 

2,476.830 

0.00 

861,684 

0 

1,845,260 

2,706,944 

DP  55  -  Division  Central  Office  Rent 

0.00                2,783 

39 

1,716 

4,638 

0.00 

4,217 

211 

2,600 

7,028 

DP  62  -  Montana  State  Hospital  Present  Law  Adjustments 

0.00             523,818 

0 

0 

523,818 

0.00 

746,455 

0 

0 

746,455 

DP  63  -  MT  Mental  Health  Nursing  Care  Ctr  Present  Law  Adj 

0.00             161,066 

0 

0 

161,066 

0.00 

190,087 

0 

0 

190,087 

DP  97  -  MT  Chemical  Dependency  Center  Present  Law  Adj 

0.00                       0 

0 

100,084 

100,084 

0.00 

0 

0 

160,049 

160,049 

DP  99  -  Medicaid  Caseload  -  Chemical  Dependency 

0.00                       0               66,525 

160,601 

227,126 

0.00 

0 

105,803 

247,816 

353,619 

DP  103  -  FMAP  Enhancement  Adjustment  -  Chemical  Dependency 

0.00                       0               37,712 

(37,712) 

0 

0.00 

0 

37,712 

(37,712) 

0 

DP  104  -  FMAP  Adjustment  -  Chemical  Dependency 

0.00                        0                30,648 

(30,648) 

0 

0.00 

0 

39.843 

(39,843) 

0 

DP  105  -  MT  Chemical  Dependency  Center  Base  Adjustments 

0.00                        0                17,704 

13,720 

31,424 

0.00 

0 

24,887 

6,537 

31,424 

DP  107  -  Continue  Data  Infrastructure  and  Integration  Grant 

0.00                        0 

0 

75,000 

75,000 

0.00 

0 

0 

75,000 

75,000 

DP  126  -  Mental  Health  Block  Grant 

0.00                        0 

0 

960,525 

960,525 

0.00 

0 

0 

960,525 

960.525 

DP  1 32  -  Substance  Abuse  Prevention  Treatment  Increase 

0.00                      0 

0 

250,000 

250,000 

0.00 

0 

0 

500,000 

500,000 

DP  1 79  -  Discontinue  Slate  Incentive  Grant  Authority 

0.00                       0 

0 

(165,097) 

(165,097) 

0.00 

0 

0 

(165,097) 

(165,097) 

DP  180  -  Authority  to  Maximize  PATH  Grant 

0.00                 2,134 

0 

6,402 

8,536 

0.00 

2,134 

0 

6,402 

8,536 

DP  181  -  Correct  Accounting  Error 

0.00                        0             269,277 

0 

269,277 

0.00 

0 

269,277 

0 

269.277 

DP  9999  -  Statewide  FTE  Reduction 

(5.85)           (241,164)               (3,360) 

(17,616) 

(262,140) 

(5.65) 

(235,974) 

(3,389) 

(17,847) 

(257.210) 

Total  Other  Present  Law  Adjustments 

(5.85)         $4^71,657            $418,645 

$3,681,036 

$8,971,338 

(5.65) 

$5,591,817 

$474344 

$4379,635 

$10,445,796 

Grand  Total  All  Present  Law  Adjustments 

$9,597,987 
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New  Proposals 


New  Proposals 

Fiscal  2006 

General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  2  -  Continuation  of  PSA  for  Mental  Health  Services  (Requires  Legislation) 

33              0.00                       0          3,250,000 

0 

3,250,000 

0.00 

0 

3,250,000 

0 

3,250,000 

DP  8  -  Continuation  of  PSA  for  Adult  Mental  Health  (Requires  Legislation) 

33               0.00                99,214                99,215 

0 

198,429 

0.00 

99,214 

99,215 

0 

198,429 

DP  50  -  MT  Mental  Health  Nursing  Care  Center  Bed  Tax 

33               0.00              135,415                        0 

0 

135,415 

0.00 

135,415 

0 

0 

135,415 

DP  58  -  Enhance  Community  Psychiatric  Access 

33               0.00                66,987                        0 

161,715 

228,702 

0.00 

68,428 

0 

160,274 

228,702 

DP  70  -  Regional  Staffing  and  Operating 

33              3.00                       0                       0 

97,500 

97,500 

5.00 

0 

0 

162,500 

162,500 

DP  86  -  Staff  Training  to  Reduce  Violence  and  Improve  Comm 

33              0.00               35,000                       0 

0 

35,000 

0.00 

35,000 

0 

0 

35,000 

DP  193  -  Chemical  Dependency  Admin  Fund  Switch 

33              0.00               76,273            (76,273) 

0 

0 

0.00 

24,919 

(24,919) 

0 

0 

Total               3.00            $412,889         $3,272,942 

$259,215 

$3,945,046 

5.00 

$362,976 

$3,324,296 

$322,774 

$4,010,046 

Language 

The  Addictive  and  Mental  Disorders  Division  (AMDD)  is  requesting  legislative  approval  to  begin  the  process  of  working 
toward  a  Home  and  Community  Based  Services  (HCBS)  waiver  for  presentation  to  the  2007  Legislature.  This  waiver 
allows  AMDD  to  fund  rehabilitation  and  supported  living  benefits,  which  are  not  a  regular  part  of  Medicaid  state  plan 
benefits.  There  are  2  other  HCBS  waivers  in  DPHHS  -  1  administered  by  the  Senior  and  Long-Term  Care  Division  and  1 
administered  by  the  Disability  Services  Division. 


LFD 
COMMENT 


AMDD  Waiver  -  The  legislature  may  wish  to  provide  some  guidance  to  AMDD  in  development  of 
a  waiver  if  it  approves  the  language.  It  may  wish  to  ask  AMDD:  1)  what  types  of  services  are 
anticipated  to  be  included;  2)  how  many  persons  are  anticipated  to  be  served;  3)what  level  of 
disease  acuity  would  waiver  participants  have;  4)  how  waiver  participants  might  be  selected;  and  4)  how  the  waiver 
expansion  will  be  funded?  Depending  on  the  information  available,  the  legislature  could  structure  the  language  to 
reflect  its  policies  and  at  that  point,  it  can  be  determined  whether  the  language  is  appropriate  as  a  condition  on  an 
appropriation  in  HB  2  or  if  an  amendment  to  statute  should  be  proposed.  LFD  staff  has  requested  that  AMDD  staff  be 
prepared  to  address  such  questions,  even  if  the  information  is  broad  and  general  at  this  point  in  time. 
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Mental  Health  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budgel 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

498.50 

(4.85) 

3.00 

496.65 

(4.65) 

5.00 

498.85 

498.85 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Benefits  &  Claims 
Debt  Service 
Total  Costs 

20,675,167 

7,483,092 

41,010 

2,803,920 

30,132,451 

62,233 

$61,197373 

2,012,749 

569.822 

0 

969.061 

5.171,536 

0 

$8,723,168 

142,290 

223,125 

0 

0 

3,579,631 

0 

$3,945,046 

22,830.206 

8,276,039 

41,010 

3,772,981 

38,883,618 

62,233 

$73366,087 

2,085,063 

853,682 

0 

969,061 

5,950,558 

0 

$9358364 

236,455 

258,960 

0 

0 

3,514,631 

0 

$4,010,046 

22,996,685 

8,595,734 

41,010 

3,772,981 

39,597,640 

62333 

$75,066383 

45,826,891 

16,871,773 

82,020 

7,545,962 

78,481.258 

124,466 

$148,932370 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

36,186,914 

1,454,869 

23,556,090 

$61,197373 

5,356,035 

54,401 

3.312,732 

$8,723,168 

336.616 

3,349,215 

259,215 

$3,945,046 

41,879,565 

4,858,485 

27,128,037 

$73,866,087 

6,175,132 

53,603 

3,629,629 

$9,858364 

338,057 

3,349315 

322,774 

$4,010,046 

42,700,103 

4,857,687 

27,508,493 

S75.066383 

84,579,668 

9,716,172 

54,636,530 

$148,932,370 

The  mental  health  function  budget  is  the  most  significant  component  of  the  division  budget  request  (85  percent).  Two 
state  institutions  and  Medicaid  mental  health  services  are  the  most  significant  programmatic  and  budget  components  of 
the  mental  health  function.  Budget  increases  are  related  to: 

•  Medicaid  caseload  growth 

•  PACT  program  increases 

•  Institution  personal  services  costs  for  24  hour  staffing  and  other  operating  cost  increases 

•  Continuation  of  one-time  funding  for  MHSP  services 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

_   „™_     Finml  ?QOf*    - 

.  pj 

seal  2007- 
State 

General             State 

:ederal 

total 

General 

Federal 

Total 

FTE                  Fund                 Special 

Special 

Funds               FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

1,498,549 

1,568,094 

Vacancy  Savings 

(886,931) 

(889,708) 

Inflation/Deflation 

55,992 

40,432 

Fixed  Costs 

(171,054) 

(123,292) 

Total  Statewide  Present  Law  Adjustments 

$496356 

$595326 

DP  19  -  Medicaid  Caseload  -  Mental  Health 

0.00             789,279 

0 

1,905,427 

2,694,706 

0.00 

970,489 

0 

2,273,125 

3,243,614 

DP  26  -  FMAP  Enhancement  Adjustment  -  Mental  Health 

0.00            725,924 

0 

(725,924) 

0 

0.00 

725,924 

0 

(725,924) 

0 

DP  32  -  FMAP  Adjustment  -  Mental  Health 

0.00             547,120 

0 

(547,120) 

0 

0.00 

711,256 

0 

(711,256) 

0 

DP  46  -  Montana  State  Hospital  Base  Funding  Adjustments 

0.00          1,324,307 

0 

0 

1,324,307 

0.00 

1,324,307 

0 

0 

1,324,307 

DP  48  -  MT  Mental  Health  Nursing  Care  Center  Base  Adj 

0.00            291,238 

0 

0 

291,238 

0.00 

291,238 

0 

0 

291,238 

DP  51  -  PACT  Caseload 

0.00             745,152 

0 

1,731,678 

2,476,830 

0.00 

861,684 

0 

1,845,260 

2,706,944 

DP  62  -  Montana  State  Hospital  Present  Law  Adjustments 

0.00            523,818 

0 

0 

523,818 

0.00 

746,455 

0 

0 

746,455 

DP  63  -  MT  Mental  Health  Nursing  Care  Ctr  Present  Law  Adj 

0.00              161,066 

0 

0 

161,066 

0.00 

190,087 

0 

0 

190,087 

DP  126  -  Mental  Health  Block  Grant 

0.00                        0 

0 

960,525 

960,525 

0.00 

0 

0 

960,525 

960,525 

DP  1 80  -  Authority  to  Maximize  PATH  Grant 

0.00                2,134 

0 

6,402 

8,536 

0.00 

2,134 

0 

6,402 

8,536 

DP  9999  -  Statewide  FTE  Reduction 

(4.85)           (214,414) 

0 

0 

(214,414) 

(4.65) 

(208,868) 

0 

0 

(208,868) 

Total  Other  Present  Law  Adjustments 

(4.85)        $4,895,624 

$0 

$3330,988 

$8,226,612 

(4.65) 

$5,614,706 

$0 

$3,648,132 

$9,262,838 

Grand  Total  All  Present  Law  Adjustments 

$8,723,168 

$9,858,364 

DP  19  -  Medicaid  Caseload  -  Mental  Health  -  The  executive  budget  includes  a  2.2  percent  increase  for  Medicaid  mental 
health  caseload  and  service  utilization  growth  each  year  of  the  biennium.  In  addition,  the  request  includes  the 
annualization  of  the  intensive  community-based  rehabilitation  group  homes  started  mid-2004.  These  group  homes  were 
approved  by  the  2003  Legislature  in  order  to  move  persons  from  the  nursing  care  center  to  the  community.  A  total  of  21 
persons  were  placed  in  community  services  from  the  nursing  care  center,  compared  to  the  upper  limit  estimate  of  35  in  the 
2003  session.  Biennial  increases  are  $1.7  million  general  fund  and  $4.2  million  federal  funds. 
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III) 
COMMENT 


Total  Medicaid  Request  -  The  executive  budget  breaks  the  Medicaid  present  law  change  into  four 
separate  decision  points:  caseload  and  utilization  changes;  general  fund  increase  due  to  the 
enhanced  federal  match  during  FY  2004;  the  general  fund  increase  due  to  federal  matching  rate 
reduction  for  the  2007  biennium;  and  the  annualization  of  community  services  added  in  FY  2005  (Program  for  Assertive 
Community  Treatment  -  PACT).  In  addition  there  are  two  new  proposals  (continuation  of  funding  from  the  (prevention 
and  stabilization  account  (PSA)  and  a  rate  increase  of  psychiatric  services)  that  increase  the  total  AMDD  Medicaid 
request.  Figure  65  shows  the  total  Medicaid  request  for  the  executive  budget,  including  new  proposals. 


Present  Law  and  New  Proposal 
Decision  Package 


Figure  65 

Total  Mental  Health  Medicaid  Request  -  Addictive  and  Mental  Disorders  Division 


General  Fund 


FY  2006 
SSR  Federal 


Total 


FY  2004  Base  Budget 

Present  Law  Changes 

DP  19 -Caseload  Change 

DP  26  -  Enhanced  Federal  Match  Rate 

DP  32  -FMAP  Adj.  -  2007  Biennium 

DP  58  -  PACT  Caseload  Expansion 

Subtotal  Present  Law 

Percent  Increase  Over  Base  Budget 

New  Proposal  Changes 

NP  8  -  PSA  Adult  Mental  Health 

NP  58  -  Enhance  Psychiatric  Access 

Subtotal  New  Proposals 

Total  Medicaid  Request 

Percent  Increase  Over  Base  Budget 


$5,088,665  $1,070,881  $22,244,257  $28,403,803 

$789,279  $0  $1,905,427  $2,694,706 

725,924  0  (725,924)  0 

547,120  0  (547,120)  0 

717,308  0  1,731,678  2,448,986 

$7,868,296  $1,070,881  $24,608,318  $33,547,495 

55%  0%  11%  18% 


$99,241 
66,987 


$99,215 
0 


$0 

161,715 


$198,456 
228,702 


$166,228        $99,215         $161,715        $427,158 


$8.034,524    $1,170,096    $24,770,033    $33,974,653 
58% 


9% 


11% 


20% 


General  Fund 


FY  2007 
SSR  Federal 


Total 


$5,088,665    $1,070,881    $22,244,257    $28,403,803 


$970,489 
725,924 
711,256 
787,817 


$0  $2,273,125 

0  (725,924) 

0  (711 ,256) 

0  1,845,260 


$3,243,614 
0 
0 
2,633,077 


$8,284,151 
63% 

$1,070,881 
0% 

$24,925,462 
12% 

$34,280,494 
21% 

$99,241 
68,428 

$99,215 

0 

$0 
160.274 

$198,456 
228,702 

$167,669 

$99,215 

$160,274 

$427,158 

$8,451,820 

$1,170,096 

$25,085,736 

$34,707,652 

66% 


9% 


13% 


22% 


The  total  AMDD  Medicaid  present  law  budget  request  rises  by  18  percent  in  FY  2006  compared  to  base  budget 
expenditures  and  the  FY  2007  request  rises  21  percent.  General  fund  rises  55  percent  and  63  percent  over  the  same  time 
period.  General  fund  changes  are  significant  due  mostly  to  the  reduction  in  federal  matching  rates  during  the  2007 
biennium  and  the  one  time  2.95  percent  enhancement  in  the  FY  2004  federal  match  rate.  Caseload  and  utilization 
changes  as  well  as  PACT  program  growth  are  also  significant.  If  the  legislature  approves  2  or  more  of  the  present  law 
requests,  it  may  wish  to  consider  combining  the  present  law  adjustments  for  ease  of  understanding. 

A  new  proposal  continues  funding  from  the  PSA  and  requests  about  $0.2  million  in  funding  over  the  biennium  for  a 
small  part  of  the  state  match  for  adult  mental  health  Medicaid  services,  as  well  as  the  same  amount  of  general  fund. 
This  proposal  (and  legislation)  would  continue  a  one-time  diversion  of  tobacco  settlement  proceeds  from  tobacco 
prevention  and  control  that  was  initiated  by  the  2003  Legislature.  The  DPHHS  overview  contains  more  information 
about  this  and  related  issues. 

The  second  new  proposal  requests  a  rate  increase  (20  percent)  for  psychiatric  services. 


DP  26  -  FMAP  Enhancement  Adjustment  -  Mental  Health  -  The  federal  Jobs  and  Growth  Tax  Relief  Reconciliation  Act 
temporarily  increased  the  federal  Medicaid  match  rate  by  2.95  percent  during  FY  2004.  This  request  adds  close  to  $1.5 
million  general  fund  and  an  offsetting  decrease  of  federal  funds  for  the  biennium  to  reflect  the  removal  of  the  enhanced 
federal  match  rate  in  FY  2006  and  FY  2007. 
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DP  32  -  FMAP  Adjustment  -  Mental  Health  -  This  request  adds  about  $1.3  million  general  fund  over  the  biennium,  with 
an  offsetting  decrease  in  federal  funds,  due  to  projected  reductions  in  the  federal  Medicaid  rates  for  FY  2006  and  FY 
2007.  Medicaid  match  rates  are  adjusted  annually  based  on  changes  in  state  per  capita  income  compared  to  the  national 
change.  The  federal  match  rate  for  Montana  declined  from  72.81  percent  in  FY  2004  (after  adjusting  for  the  enhanced 
rate  in  DP  26)  to  70.71  percent  in  FY  2006  and  70.08  percent  in  FY  2007. 

DP  46  -  Montana  State  Hospital  Base  Funding  Adjustments  -  This  present  law  adjustment  adds  $2.7  million  general  fund 
over  the  biennium  for  personal  services  costs  that  are  removed  from  the  FY  2004  base  budget  including  overtime, 
differential,  holidays  worked,  holiday  pay  (compensation  according  to  union  contracts),  physician  on-call,  and  aggregate 
FTE  funding.  These  costs  are  incurred  in  operating  a  medical  facility  with  24  hour  staffing  and  are  zero  based.  FY  2004 
base  budget  amounts  were  $1 ,324,307. 

DP  48  -  MT  Mental  Health  Nursing  Care  Center  Base  Adj  -  This  proposals  adds  $0.6  million  funds  for  personal  services 
costs  that  are  removed  from  the  FY  2004  base  budget  for  Montana  Mental  Health  Nursing  Care  Center  (MMHNCC), 
including  overtime,  differential,  and  holidays  worked.  These  are  costs  related  to  operating  a  medical  facility  with  24  hour 
staffing.  Aggregate  positions  are  used  to  provide  coverage  for  staff  on  sick  leave,  vacation  leave,  and  in  nurse  aide 
training  classes.  The  request  for  $582,476  general  fund  for  the  2007  biennium  is  the  difference  between  actual  hours 
worked  and  budgeted  FTE  hours.  FY  2004  base  budget  amounts  were  $291,238. 

DP  5 1  -  PACT  Caseload  -  This  proposal  adds  $3  million  general  fund  and  $6  million  federal  funds  over  the  biennium  to 
fund  additional  PACT  services  started  during  FY  2005  as  well  as  the  expansion  proposed  in  the  executive  budget.  Base 
year  expenditures  include  2  PACT  programs  with  140  slots.  Beginning  in  FY  2005,  PACT  grew  to  5  programs  with  an 
expected  capacity  of  290  slots  by  the  beginning  of  FY  2006.  The  executive  budget  adds  another  60  slots  over  the  2007 
biennium  for  a  total  of  350  slots  in  FY  2007.  Figure  66  shows  the  anticipated  program  capacity  by  location. 


Figure  66 
PACT  Program  Cost  Compared  to  MHSP  Cost  and  by  Type  of  Eligibility 


PACT  Slots/Cost                 FY  2006  Executive  Request 

FY  2007  Executive  Request 

by  Eligibility             General  Fund 

Federal 

Total 

General  Fund 

Federal 

Total 

Total  Slots 

FY  2004  Base  Budget  Slots 

150 

150 

FY  2005  Expansion 

140 

140 

2007  Biennium  Executive  Proposal 

45 

60 

Total  Slots 

335 

350 

Annual  Cost  of  1  Slot 

$15,341 

$15,341 

Daily  Cost  of  PACT 

$42.03 

$42.03 

Medicaid  Eligible  Slots  and  Cost 

268 

280 

Base  Amount                $486,914 

$1,175,475 

$1,662,389 

$486,914 

$1,175,475 

$1,662,389 

Expansion                       717.308 

1.731.678 

2.448.986 

787.817 

1.845.260 

2.633.077 

Total  Medicaid            $1,204,222 

$2,907,153 

$4,111,375 

$1,274,731 

$3,020,735 

$4,295,466 

MHSP  Slots  and  Cost 

67 

70 

Base  Amount             $  1 ,000,000 

$0 

$1,000,000 

$1,000,000 

$0 

$1,000,000 

Expansion                        27.844 

0 

27.844 

73.867 

0 

73.867 

Total  MHSP                 $1,027,844 

$0 

$1,027,844 

$1,073,867 

$0 

$1,073,867 

Total  Request               $2,232,066 

$2,907,153 

$5,139,219 

$2,348,598 

$3,020,735 

$5,369,333 

Base  year  Medicaid  costs  for  the  Program  For  Assertive  Community  Treatment  (PACT)  were  $1.7  million, 
adjustment  will  more  than  double  the  amount  spent  for  PACT  services. 


This 


In  the  FY  2004  base  year,  the  MHSP  program  was  converted  from  a  fee-for-service  program  to  fixed  contracts  making  it 
difficult  to  determine  base  expenditures  for  MHSP  eligible  individuals.  AMDD  did  not  receive  the  federal  mental  health 
block  grant  in  FY  2004  so  it  funded  the  MHSP  contracts  with  about  $1  million  from  other  general  fund  sources  to  offset 
the  loss  of  block  grant  funds.  AMDD  intends  to  use  the  base  level  general  fund  to  support  MHSP  eligible  PACT  slots  for 
the  2007  biennium  and  will  use  the  block  grant  requested  in  DP  126  -  Mental  Health  Block  Grant  to  augment  MHSP 
contracts. 
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PACT  was  started  in  December  1999  in  Helena  and  Billings  (each  with  70  program  slots)  and  was  expanded  to  Missoula, 
Kalispell,  and  Great  Falls  in  FY  2005  (each  with  a  planned  capacity  of  50  slots  by  the  end  of  FY  2005).  The  average 
daily  cost  of  PACT  is  $42.03  per  day.  The  proposal  includes  funds  for  Medicaid  eligible  persons  (80  percent  of  the  slots) 
as  well  as  a  smaller  number  of  persons  who  are  not  Medicaid  eligible  (20  percent  of  the  slots).  Figure  66  shows  the 
allocation  of  funding  between  the  two  eligibility  groups,  the  average  daily  cost,  and  the  estimated  number  served. 


LID 
ISSUE 


PACT  Program  Influence  on  MSH  Population  Levels  -  The  documentation  supporting  this  budget 
proposal  contains  numerous  references  to  the  impact  that  expanding  PACT  would  have  on  mitigating  the 
growth  in  state  hospital  (MSH)  population  levels.  The  legislature  may  wish  to  consider  how  it  might 
adjust  the  MSH  budget  if  it  approves  a  PACT  expansion. 


DP  62  -  Montana  State  Hospital  Present  Law  Adjustments  -  This  request  combines  present  law  adjustments  for  inflation 
in  outside  medical  services  for  treatment  of  MSH  clients  for  other  medical  problems,  pharmacy  costs,  and  contract  costs 
with  the  Montana  State  Prison  for  cook-chill  meals,  and  other  replacement  equipment  and  fire  department  costs.  The 
request  totals  nearly  $1.3  million  general  fund  over  the  biennium.  Cost  increases  for  pharmacy  and  medical  costs  are 
estimated  at  10  percent  annually  from  the  base  budget  and  5  percent  annually  for  the  cook/chill  contract  with  the  state 
prison.  Figure  67  shows  the  increase  for  each  item  compared  to  base  budget  expenditures. 

The  item  for  the  Warm  Springs  fire  department  adds  funds  for  safety  gear  and  equipment  for  fire  fighters. 


Figure  67 
Elements  of  State  Hospital  Operating  Cost  Present  Law  Adjustment 

Description 

FY  2004 

FY  2006 

FY  2007      %  of  Ttl 

Pharmacy  &  Prescription  Fee 
Outside  Medical  Costs 
MSH  Food  Factory 
Fire  Department 
Replacement  Equipment 

$1,494,116 

250,951 

208,327 

14,000 

0 

$1,807,880 

303,651 

229,681 

50,000 

100,000 

$1,988,668          73% 

334,016          12% 

241,165            9% 

50,000            2% 

100,000            4% 

Total 

$1,967,394 

$2,491,212 

$2,713,849        100% 

General  Fund  Change 
Percent  Change  from  Base 

$523,818 
27% 

$746,455 
38% 

LI  I) 
ISSUE 


Impact  of  Medicare  Modernization  Act  -  The  state  hospital  and  nursing  care  center  should  see  some 
reduction  in  pharmacy  costs  or  the  institutions  should  see  increased  reimbursement  from  Medicare  due  to 
the  Medicare  Modernization  Act  (MMA),  which  provides  a  pharmacy  benefit  to  Medicare  beneficiaries. 
Many  of  the  institutions'  residents  will  qualify  for  the  Medicare  drug  benefit,  which  begins  January  1, 
2006  (effective  for  three  quarters  of  the  2007  biennium).  The  legislature  may  wish  to  review  the  state  hospital  nursing 
care  center  present  law  budget  requests  prior  to  taking  action.  The  impact  of  the  MMA  is  discussed  in  the  DPHHS 
overview. 


DP  63  -  MT  Mental  Health  Nursing  Care  Ctr  Present  Law  Adj   -  This  request  combines  several  present  law  adjustments 
for  the  Montana  Mental  Health  Nursing  Care  Center  that  add  $35 1,153  over  the  biennium  including: 

•  Pharmacy  and  prescription  fees  -  $255,923  biennial  increase;  FY  2004  base  was  $496,164 

•  Outside  medical  services  -  $42,830  biennial  increase;  FY  2004  base  was  $79,169 

•  Replacement  equipment  -  $52,400  biennial  increase;  FY  2004  base  was  $27,010 

These  increases  represent  cost  changes  of  10  percent  annually  for  both  pharmacy  and  outside  medical  services. 
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DP  126  -  Mental  Health  Block  Grant  -  This  decision  package  adds  $960,525  federal  funds  for  the  mental  health  block 
grant  each  year  of  the  biennium.  The  2004  federal  fiscal  year  grant  was  withheld  due  to  a  short  fall  in  the  federal  FY 
2003  maintenance  of  effort  (MOE).  The  shortfall  was  due  to  general  fund  budget  reductions  made  during  the  2003 
biennium.  The  federal  FY  2004  grant  has  been  awarded  subsequent  to  FYE  2004  with  contingency  language  based  on  the 
DPHHS  request  for  a  waiver  of  the  MOE  requirement. 

The  mental  health  block  grant  funds  augment  the  Mental  Health  Services  Plan  (MHSP)  and  are  currently  included  in  the 
MHSP  contracts  with  mental  health  centers. 


LFD 
COMMENT 


Amount  of  Federal  Mental  Health  Block  Grant  -  The  legislature  may  wish  to  review  whether 
AMDD  will  receive  the  anticipated  federal  block  grant  funds  in  both  federal  FY  2004  and  FY  2005. 
State  expenditures  are  below  the  MOE  required  to  receive  the  grant  for  both  years.  The  2004  grant 
was  awarded  contingent  on  approval  of  the  Secretary  of  Health  and  Human  Services,  which  was  not  received  as  of 
11/15/04.  The  state  MOE  will  also  be  less  than  required  in  2005  due  to  the  enhanced  federal  Medicaid  match. 
Legislative  staff  has  requested  information  on  the  most  recent  actual  MOE  for  the  block  grant  compared  to  the  amount 
projected  to  be  spent,  particularly  since  state  funds  formerly  supporting  mental  health  services  will  be  used  to  fund  other 
types  of  services  in  the  proposed  HTFA  waiver. 


DP  1 80  -  Authority  to  Maximize  PATH  Grant  -  The  federal  Projects  for  Assistance  in  Transition  from  Homelessness 
(PATH)  grant  is  annually  $300,000.  The  grant  requires  a  25  percent  state  match.  In  FY  2004,  the  federal  grant  was 
underspent  by  $6,402.  This  present  law  adjustment  requests  full  biennial  restoration  of  the  authority  for  the  federal  grant 
of  $12,804  and  the  required  general  fund  match  of  $4,268. 


DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  an  FTE  reduction  equivalent  to  the  cuts  taken  in 
the  2003  legislative  session.  Funding  for  5.65  FTE  and  $477,000  general  fund  per  biennium,  along  with  an  additional 
$35,000  in  federal  funds  and  $7,000  in  state  special  revenue,  are  removed  from  the  budget  permanently. 


LFD 
COMMENT 


FTE  Reduction  -  The  FTE  reduction  is  allocated  to  the  state  hospital  (3.85  in  FY  2006  and  3.65 
FTE  in  FY  2007),  the  nursing  care  center  (1.00  FTE  each  year),  and  division  administration  (1.00 
FTE  each  year).  LFD  staff  has  requested  that  AMDD  tell  the  legislature  what  positions  will  be 
reduced  and  the  potential  impact. 


New  Proposals 


New  Proposals 

— 

1 

General 

Sub                                              General                State 

Federal 

Total 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  2  -  Continuation  of  PSA  for  Mental  Health  Services  (Requires  Legislation) 

01                  0.00                      0          3,250,000 

0 

3,250,000 

0.00 

0 

3,250,000 

0 

3,250,000 

DP  8  -  Continuation  of  PSA  for  Adult  Mental  Health  (Requires  Legislation) 

01                  0.00              99,214              99,215 

0 

198,429 

0.00 

99,214 

99,215 

0 

198,429 

DP  50  -  MT  Mental  Health  Nursing  Care  Center  Bed  Tax 

01                  0.00             135,415                       0 

0 

135,415 

0.00 

135,415 

0 

0 

135,415 

DP  58  -  Enhance  Community  Psychiatric  Access 

01                  0.00              66,987                      0 

161,715 

228,702 

0.00 

68,428 

0 

160,274 

228,702 

DP  70  -  Regional  Staffing  and  Operating 

01                  3.00                      0                      0 

97,500 

97,500 

5.00 

0 

0 

162,500 

162,500 

DP  86  -  Staff  Training  to  Reduce  Violence  and  Improve  Comm 

01                  0.00              35,000                      0 

0 

35,000 

0.00 

35,000 

0 

0 

35,000 

Total                   3.00           $336,616        $3,349,215 

$259,215 

$3,945,046 

5.00 

$338,057 

$3349,215 

$322,774 

$4,010,046 

DP  2  -  Continuation  of  PSA  for  Mental  Health  Services  (Requires  Legislation)  -  The  prevention  and  stabilization  account 
(PSA)  was  created  and  funding  from  the  account  was  appropriated  during  the  2003  legislative  session  in  SB  485  (17-6- 
606,  MCA).  The  majority  of  the  funding  for  the  PSA  was  a  one-time  diversion  of  tobacco  settlement  funds  from  the 
amount  allocated  to  tobacco  prevention  and  control  programs  due  to  the  passage  of  1-146  in  November  2002  (17-6-606, 
MCA). 
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This  decision  package  and  the  accompanying  legislation  continues  the  diversion  of  tobacco  settlement  funds  and  provides 
$6.5  million  in  PSA  state  special  revenue  to  continue  the  MHSP  pharmacy  and  re-establish  other  community  services  at 
the  2005  biennium  funding  level.  These  services  are  scheduled  to  terminate  on  June  30,  2005  due  to  one  time  only 
funding  of  SB  485.  These  funds  would  be  used  to  finance  Medicaid  expansions  included  in  the  Health  Insurance 
Flexibility  and  Accountability  (HIFA)  waiver  in  FY  2007.  The  HIFA  waiver  is  discussed  in  more  detail  in  the  DPHHS 
overview. 

In  addition  to  the  diversion  of  tobacco  settlement  revenues  from  tobacco  control  and  prevention  to  MHSP,  the  2007 
biennium  executive  budget  also  diverts  a  portion  ($1.8  million)  of  tobacco  settlement  revenues  from  the  amount  allocated 
to  fund  CHIP  match  and  the  Montana  Comprehensive  Health  Association  services  to  fund  MHSP. 


1  III) 

1  COMMENT 

Tobacco  Settlement  Funds  and  the  PSA  -  The  issues  related  to  tobacco  settlement  revenues  in  the 
executive  budget  proposal  are  discussed  in  the  DPHHS  overview  since  several  division  budget 

requests  are  impacted. 

DP  8  -  Continuation  of  PSA  for  Adult  Mental  Health  (Requires  Legislation)  -  This  request  adds  $198,430  in  PSA  state 
special  revenue  and  $198,428  in  general  fund  over  the  biennium  to  continue  to  fund  adult  mental  health  services  at  the 
2005  biennium  funding  level.  These  services  are  scheduled  to  terminate  on  June  30,  2005  due  to  one  time  only  funding  of 
SB  485.  AMDD  spent  the  entire  biennial  PSA  appropriation  in  FY  2004,  which  was  removed  from  base  budget 
expenditures  since  it  was  a  one-time  appropriation.  The  funds  were  used  as  state  match  for  Medicaid  mental  health 
services. 

DP  50  -  MT  Mental  Health  Nursing  Care  Center  Bed  Tax  -  This  proposal  adds  $270,830  general  fund  for  the  biennium 
to  pay  the  bed  tax  charged  for  Montana  Mental  Health  Nursing  Care  Center  at  the  budgeted  FY  2005  level.  The  2003 
Legislature  enacted  HB  743  to  impose  the  nursing  home  bed  utilization  fee  on  the  nursing  care  center  (15-60-101,  MCA). 
The  proposal  is  revenue  neutral,  as  a  like  amount  will  be  deposited  in  the  general  fund. 


Restrict  Appropriation  Use  -  The  legislature  may  wish  to  consider  restricting  the  use  of  this  general  fund 
appropriation  if  it  approves  the  request.     The  amount  of  general  fund  needed  to  pay  the  nursing  home 
bed  tax  will  depend  on  the  number  of  days  of  care  provided  at  the  nursing  care  center.   If  the  census  is 
lower  than  projected,  less  general  fund  will  be  needed  to  pay  the  fee. 


LFD 
ISSUE 


DP  58  -  Enhance  Community  Psychiatric  Access  -  This  proposal  adds  $135,415  in  general  fund  and  $457,404  in  total 
funds  during  the  biennium  to  increase  the  rate  paid  for  community  psychiatric  services  by  20  percent.  Base  expenditures 
for  psychiatric  services  were  $994,356. 


LID 

COM MEM 


Impact  on  State  Hospital  Population  -  AMDD  provided  this  documentation  for  the  psychiatric  rate 
increase:  "Lack  of  psychiatrists  statewide  has  a  negative  effect  on  community  care  for  individuals 
suffering  from  mental  illness.  Further,  lack  of  appropriate  community  psychiatry  unnecessarily 
impacts  the  Montana  State  Hospital."  Legislative  staff  has  requested  documentation  that  a  rate  increase  will  result  in 
improved  access,  since  a  25  percent  rate  increase  for  psychiatrists  was  authorized  by  the  legislature  for  FY  2001 . 


DP  70  -  Regional  Staffing  and  Operating  -  This  new  proposal  funds  3.00  new  FTE  in  FY  2006  and  2.00  additional  FTE  in 
FY  2007  (for  a  total  of  5.00  FTE)  for  the  mental  health  program.  The  staff  would  be  located  in  five  regional  offices.  The 
proposal  adds  $260,000  of  federal  funds  for  the  biennium.  The  general  fund  portion  of  staff  and  operating  costs 
($260,000)  would  be  removed  from  the  MHSP  general  fund  services  appropriation. 
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Staff  would  be  responsible  for  working  directly  with  providers  to  perform  quality  assurance  and  program  monitoring, 
technical  assistance  regarding  DPHHS  rules  and  expectations,  policy  interpretation,  and  liaison  functions  between  Helena 
program  managers  and  local  service  providers.  Staff  would  undertake  specific  problem  solving  for  consumer  placement 
and  service  issues.  They  would  work  locally  to  develop  service  capacity  and  would  provide  coordinating  activities  for 
communities  to  be  proactive  in  the  service  system  and  would  provide  initial  staff  support  for  the  SAAs.  The  new  FTE 
would  work  with  MSH  staff  to  facilitate  movement  of  individuals  between  facility-based  services  and  community 
services. 

DP  86  -  Staff  Training  to  Reduce  Violence  and  Improve  Comm  -  This  new  proposal  requests  $70,000  in  general  fund  over 
the  2007  biennium  for  state  hospital  staff  training  in  response  to  new  federal  initiatives  that  call  for  reducing  and 
eventually  eliminating  the  use  of  restraint  and  seclusion  interventions  in  adult  and  children's  inpatient  and  residential 
psychiatric  programs.  This  funding  would  provide  training  and  consultation  necessary  to  help  MSH  staff  develop  skills  to 
provide  alternative  intervention  strategies.  Programs  in  use  in  other  state  hospitals  have  resulted  in  reductions  in  patient 
and  staff  injury  rates  and  improved  therapeutic  outcomes. 
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Addiction  Treatment  &  Preventions  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

55.25 

0.00 

0.00 

55.25 

0.00 

0.00 

55.25 

55.25 

Personal  Services 
Operating  Expenses 
Grants 

Benefits  &  Claims 
Debt  Service 
Total  Costs 

2,435,680 
1,489,144 
5,794,268 
1,190,169 
14,600 
$10,923361 

21,030 

116,438 

84,903 

496,403 

0 

$718,774 

0 
0 
0 
0 
0 
$0 

2,456,710 
1,605,582 
5,879,171 
1,686,572 
14,600 
$11,642,635 

25,597 

193,480 

334,903 

622,896 

0 

$1,176,876 

0 
0 
0 
0 
0 

so 

2,461,277 
1,682,624 
6,129,171 
1,813,065 
14,600 
$12,100,737 

4,917,987 
3,288,206 
12,008,342 
3,499,637 
29,200 
$23,743372 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

0 

3,194,632 

7,729,229 

SI  0,923,861 

0 
418,563 
300,211 

$718,774 

76,273 

(76,273) 

0 

$0 

76,273 

3,536,922 

8,029,440 

$11,642,635 

0 

495,859 

681,017 

$1,176,876 

24,919 

(24,919) 

0 

$0 

24,919 

3,665,572 

8,410,246 

$12,100,737 

101.192 
7,202,494 
16,439,686 

$23,743372 

The  budget  request  for  the  addiction  treatment  and  prevention  function  increases  about  $2  million  over  the  2007  biennium 
compared  to  the  FY  2004  base  budget.  A  funding  shift  from  state  special  revenue  to  general  fund  is  requested  to  support 
some  operating  costs  of  the  Montana  Chemical  Dependency  Center  (CDC)  since  appropriation  requests  for  state  special 
alcohol  tax  revenue  exceed  revenue  projections. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General             State                 ] 

?ederal              Tota 

1 

General 

State 

Federal 

Total 

FTE                  Fund                 Special              i 

Special              Funds                FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

90,658 

95,417 

Vacancy  Savings 

(101,052) 

(101,244) 

Inflation/Deflation 

(535) 

(516) 

Fixed  Costs 

16,889 

33.947 

Total  Statewide  Present  Law  Adjustments 

$5,960 

$27,604 

DP  97  -  MT  Chemical  Dependency  Center  Present  Law  Adj 

0.00                        0                        0 

100,084 

100,084 

0.00 

0 

0 

160,049 

160,049 

DP  99  -  Medicaid  Caseload  -  Chemical  Dependency 

0.00                        0                66,525 

160,601 

227,126 

0.00 

0 

105,803 

247,816 

353,619 

DP  103  -  FMAP  Enhancement  Adjustment  -  Chemical  Dependency 

0.00                        0                37,712 

(37,712) 

0 

0.00 

0 

37,712 

(37,712) 

0 

DP  104  -  FMAP  Adjustment  -  Chemical  Dependency 

0.00                        0                30,648 

(30,648) 

0 

0.00 

0 

39,843 

(39,843) 

0 

DP  1 05  -  MT  Chemical  Dependency  Center  Base  Adjustments 

0.00                        0                17,704 

13,720 

31,424 

0.00 

0 

24,887 

6.537 

31,424 

DP  1 32  -  Substance  Abuse  Prevention  Treatment  Increase 

000                       0                       0 

250,000 

250,000 

0.00 

0 

0 

500,000 

500,000 

DP  179  -  Discontinue  State  Incentive  Grant  Authority 

0.00                       0                       0 

(165,097) 

(165,097) 

0.00 

0 

0 

(165,097) 

(165,097) 

DP  181  -  Correct  Accounting  Error 

0.00                        0             269,277 

0 

269,277 

0.00 

0 

269,277 

0 

269,277 

Total  Other  Present  Law  Adjustments 

0.00                      $0           $421,866 

$290,948 

$712314 

0.00 

$0 

$477,522 

$671,750 

$1,149,272 

Grand  Total  All  I'rosent  law  Adjustments 

$718,774 

$1,176,876 
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DP  97  -  MT  Chemical  Dependency  Center  Present  Law  Adj  -  This  request  combines  several  present  law  adjustments  for 
the  Montana  Chemical  Dependency  Center  (MCDC)  including  an  increase  for  outside  medical  services  to  cover  any 
outside  hospital  inflation,  pharmacy  costs,  and  other  replacement  equipment  and  leases.  Also  included  in  this  request  is 
non-state  building  rent  and  food  contract  increases.  The  request  adds  $260,133  alcohol  tax  state  special  revenue  over  the 
biennium.  Base  year  costs  for  these  items  were  about  $900,000,  with  food  and  rent  costs  comprising  more  than  67  percent 
of  the  total  base  year  costs. 


LFD 
ISSUE 


Present  Law  Adjustments  -  The  executive  budget  includes  present  law  increases  of  12  to  17  percent  for 
operating  costs  that  are  predominantly  food  and  rent  costs.  Legislative  staff  has  requested  documentation 
that  inflationary  increases  in  these  operating  costs  will  rise  at  the  level  anticipated  in  the  executive  budget. 
If  operating  cost  increases  are  over  stated,  the  legislature  could  reduce  present  law  adjustments  and 
potentially  offset  a  part  of  or  the  entire  projected  deficit  in  the  alcohol  tax  state  special  revenue  account. 

There  is  an  accrual  for  $40,000  in  the  base  budget  for  an  employee  grievance  settlement  that  is  carried  forward  each 
year  of  the  2007  biennium.  That  should  be  a  one-time  expenditure  that  the  legislature  can  remove  from  the  budget. 


DP  99  -  Medicaid  Caseload  -  Chemical  Dependency  -  This  request  adds  $580,745  total  funds,  including  $172,328  in  state 
special  revenue,  over  the  biennium  for  Medicaid  caseload  growth  in  the  chemical  dependency  program.  Caseloads  are 
anticipated  to  grow  by  about  6  percent  per  year  from  the  base  budget  level  of  $1 ,459,446. 


LFD 
COMMENT 


Total  Medicaid  Costs  for  Chemical  Dependency  Services  -  The  executive  budget  includes  a  total  of 
$7  million  ($3  million  alcohol  tax  state  special  revenue)  to  fund  anticipated  increases  in  chemical 
dependency  outpatient  Medicaid  services.  This  increase  is  composed  of  three  separate  proposals: 
1)  caseload  growth;  2)  an  increase  in  the  state  match  rate  due  to  regular  formula  changes;  and  3)  an  increase  in  the  state 
match  rate  due  to  a  temporary  2.95  percent  increase  in  the  federal  Medicaid  match  rate  during  FY  2004.  Figure  68 
shows  the  total  increase.  The  legislature  may  wish  to  consider  combining  all  present  law  adjustments  if  it  approves  the 
requests. 


Figure  68 

Total  Chemical  Dependency  Medicaid  Request  -  Addictive  and  Mental  Disorders  Division 

Present  Law  and  New  Proposal 
Decision  Package 

SSR 

FY  2006 

Federal             Total 

SSR 

FY  2007 
Federal 

Total 

FY  2004  Base  Budget 

Present  Law  Changes 

DP  99  -  Caseload  Change 

DP  103  -  Enhanced  Federal  Match  Rate 

DP  014  -  FMAP  Adj.  -  2007  Biennium 

Subtotal  Present  Law 

Percent  Increase  Over  Base  Budget 

$359,112 

$66,525 
37,712 
30,648 

$493,997 
38% 

$1,100,334     $1,459,446 

$160,601        $227,126 
(37,712)                   0 
(30,648)                   0 

$1,192,575      $1,686,572 

$359,112 

$105,803 
37,712 
39,843 

$542,470 
51% 

$1,100,334 

$247,816 
(37,712) 
(39,843) 

$1,270,595 
15% 

$1,459,446 

$353,619 
0 
0 

$1,813,065 
24% 

8%                16% 

DP  103  FMAP  Enhancement  Adjustment  -  Chemical  Dependency  -  This  proposal  adds  $37,712  of  alcohol  state  special 
revenue  each  year  of  the  biennium,  with  an  offsetting  decrease  in  federal  funds,  to  reflect  the  one  time  enhancement  in  the 
federal  Medicaid  rate  in  FY  2004.  The  enhancement  was  enacted  as  part  of  federal  fiscal  relief  for  states. 

DP  104  -  FMAP  -  Adjustment  -  Chemical  Dependency  -  This  request  adds  $70,491  alcohol  tax  state  special  revenue 
over  the  biennium,  with  an  offsetting  decrease  in  federal  funds,  due  to  projected  changes  in  the  federal  Medicaid  match 
rates  in  FY  2006  and  FY  2007. 
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DP  105  -  MT  Chemical  Dependency  Center  Base  Adjustments  -  This  request  adds  $42,591  in  state  special  revenue  and 
$20,257  in  federal  funds  over  the  biennium  for  personal  services  costs  at  the  Montana  Chemical  Dependency  Center. 
These  services  include  holiday  worked,  overtime,  differential,  and  physician  on-call  necessary  to  maintain  minimum 
staffing  requirements  at  a  24  hour  day,  seven  day  a  week  facility.  These  personal  services  costs  are  removed  from  the 
base  budget  and  must  be  reauthorized  by  the  legislature  each  biennium.  The  amount  requested  is  equal  to  the  amount 
expended  in  the  FY  2004  base  budget. 

DP  132  -  Substance  Abuse  Prevention  Treatment  Increase  -  This  proposal  requests  $750,000  in  additional  federal 
authority  over  the  biennium  from  the  Substance  Abuse  and  Prevention  Treatment  Block  Grant  to  help  expand  existing 
services  including  alcohol  and  drug  treatment  and  prevention  programs.  The  grant  is  used  for  community  chemical 
dependency  services  for  adults  and  adolescents.  The  grant  funds  are  intended  to  help  the  state  develop  an  effective  system 
of  chemical  alcohol  and  drug  treatment  and  prevention  programs. 


LFD 
COMMENT 


Alcohol  State  Special  Revenue  Inadequate  to  Fund  Executive  Budget  Request  -  As  noted  in  the 
AMDD  over  view,  the  executive  budget  request  for  alcohol  tax  state  special  revenue  exceeds  the 
revenues  available  from  the  fund.  The  executive  budget  includes,  for  the  first  time  in  over  two 
decades,  a  request  to  use  some  general  fund  for  the  Montana  Chemical  Dependency  Center  (MCDC)  since  there  will  be 
insufficient  alcohol  tax  revenue.  One  of  the  suggested  options  for  legislative  consideration  to  either  offset  alcohol  tax 
shortfalls  or  to  offset  general  fund  request  for  MCDC  is  to  use  some  of  the  block  grant  increase. 


DP  1 79  -  Discontinue  State  Incentive  Grant  Authority  -  This  request  reduces  $165,097  in  federal  funds  each  year  of  the 
biennium  due  to  discontinuation  of  the  State  Incentive  Grant,  which  was  completed  in  FY  2004.  This  grant  supported 
training  assistance  to  communities  to  assist  in  planning  for  alcohol  prevention,  programming,  and  planning. 

DP  1 8 1  -  Correct  Accounting  Error  -  This  adjustment  corrects  an  accounting  error  made  at  2004  fiscal  year  end  by  adding 
$538,554  alcohol  tax  state  special  revenue  over  the  biennium.  A  fiscal-year-end  adjustment  was  needed  to  reduce  state 
special  revenue  and  increase  federal  funding  for  personal  services.  However,  the  federal  funds  increase  was  made  in 
personal  services  and  the  state  special  revenue  reduction  was  recorded  in  benefits  and  services.  Since  personal  services  is 
based  on  a  snapshot  of  FTE  costs,  the  correct  amounts  carried  forward.  However,  the  reduction  in  benefits  and  services 
also  carried  forward,  understating  costs  for  MCDC. 


New  Proposals 

New  Proposals 

Sub                                           General               Stale 
Program                 FTE                   Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  193  -  Chemical  Dependency  Admin  Fund  Switch 

02                   0.00                76,273             (76.273) 

Total                    0.00             $76,273           ($76,273) 

0 
$0 

0 
$0 

0.00 
0.00 

24,919 
$24,919 

(24,919) 
($24,919) 

0 
$0 

0 
SO 

DP  1 93  -  Chemical  Dependency  Admin  Fund  Switch  -  The  decision  package  requests  a  fund  shift  of  $76,273  in  FY  2006 
and  $24,919  in  FY  2007  from  state  special  alcohol  tax  to  general  fund.  The  chemical  dependency  program  has, 
historically,  been  funded  with  Substance  The  decision  package  requests  a  fund  shift  of  $76,273  in  FY  2006  and  $24,919 
in  FY  2007  from  alcohol  tax  to  general  fund.  The  chemical  dependency  program  has,  historically,  been  funded  with 
Substance  Abuse  Prevention  and  Treatment  (SAPT)  block  grant  funds  and  alcohol  tax  revenues. 


COMMENT 


Options  to  Deficit  in  Alcohol  Tax  State  Special  Revenue  Fund  -  Legislative  staff  identified  several 
options  to  deal  with  the  anticipated  shortfall  in  the  DPHHS  alcohol  tax  state  special  revenue  fund. 
Discussion  of  the  issue  and  options  is  in  the  division  funding  section. 
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Division  Administration  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

14.00 

(1.00) 

0.00 

13.00 

(1.00) 

0.00 

13.00 

13.00 

Personal  Services 
Operating  Expenses 
Debt  Service 
Total  Costs 

662,682 

205,855 

3,260 

$871,797 

89,716 

66,329 

0 

$156,045 

0 

0 

0 

$0 

752,398 

272,184 

3,260 

$1,027,842 

89,351 

68,777 

0 

$158,128 

0 
0 
0 

so 

752,033 

274,632 

3,260 

$1,029,925 

1,504,431 

546,816 

6,520 

$2,057,767 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

407,856 

21,944 

441,997 

$871,797 

121,762 

(2,459) 

36,742 

$156,045 

0 

0 

0 

$0 

529,618 

19,485 

478,739 

$1,027,842 

123,240 

(2,409) 

37,297 

$158,128 

0 

0 

0 

$0 

531,096 

19,535 

479,294 

$1,029,925 

1,060,714 

39,020 

958,033 

$2,057,767 

The  division  administration  function  is  about  1  percent  of  the  division  budget.  Statewide  present  law  adjustments  for  pay 
plan  and  fixed  cost  changes  account  for  about  75  percent  of  the  present  law  increase.  The  other  major  change  is  the 
addition  of  federal  grant  funds  to  continue  development  of  a  management  information  system. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007 

State 
Special 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

156,198 

(32,756) 

(89) 

780 

156,459 

(32,766) 

(86) 

835 

Total  Statewide  Present  Law  Adjustments 

$124,133 

$124,442 

DP  55  -  Division  Central  Office  Rent 

0.00                2,783 
DP  107  -  Continue  Data  Infrastructure  and  Integration 

0.00                        0 
DP  9999  -  Statewide  FTE  Reduction 

139 
Grant 

0 

1,716 

75,000 

4,638 
75,000 

0.00 
0.00 

4,217 
0 

211 
0 

2,600 
75,000 

7,028 
75,000 

(1.00)            (26,750) 

(3,360) 

(17,616) 

(47,726) 

(1.00) 

(27,106) 

(3,389) 

(17,847) 

(48,342) 

Total  Other  Present  Law  Adjustments 

(1.00)          ($23,967) 

($3,221) 

$59,100 

$31,912 

(1.00) 

($22,889) 

($3,178) 

$59,753 

$33,686 

Grand  Total  All  Present  Law  Adjustments 

$156,045 

$158,128 
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LFD 

ISSUK 


Division  Administration  Funding  Mix  -  The  executive  request  does  not  maintain  the  base  year  indirect 
cost  funding  mix  for  division  administration.  After  removing  100  percent  federal  grant  funding,  the  FY 
2004  base  budget  is  funded  50  percent  general  fund  and  the  balance  state  special  and  federal  funds,  while 
the  2007  biennium  budget  increases  to  59  percent  general  fund.  If  the  base  budget  funding  mix  is 
maintained,  the  legislature  could  reduce  general  fund  by  $161,356  over  the  2007  biennium. 

Part  of  the  reason  that  there  is  a  higher  percent  of  general  fund  is  due  to  staff  and  administrative  duty  changes. 
Legislative  staff  has  asked  AMDD  to  provide  documentation  as  to  why  division  administration  should  be  funded  at  a 
higher  level  of  general  fund,  particularly  if  the  HTFA  waiver  proposal  and  mental  health  Medicaid  service  expansions 
are  approved,  since  there  would  be  fewer  100  percent  state  funded  activities  under  the  division  purview.  The  legislature 
may  wish  to  this  review  this  issue  prior  to  acting  on  the  division  administration  budget. 


DP  55  -  Division  Central  Office  Rent  -  This  request  adds  $7,000  general  fund,  $350  state  special  revenue,  and  $4,316 
federal  funds  over  the  biennium  to  maintain  contracted  rent  increases  for  the  central  office.  The  building  lease  rate 
increases  2  percent  annually. 

DP  107  -  Continue  Data  Infrastructure  and  Integration  Grant  -  This  request  for  $150,000  in  federal  funds  over  the 
biennium  would  be  used  to  continue  development  of  a  uniform  management  information  system.  Base  expenditures  were 
about  $70,000.  The  grant  finances  state  efforts  to  prepare  data  systems  for  the  Substance  Abuse  and  Mental  Health 
Services  Administration  conversion  to  performance  partnership  grants  as  required  by  Congress.  Performance  partnership 
grants  will  become  outcome  and  performance-based.  Management  and  accounting  for  the  federal  mental  health  services 
block  grant  also  will  be  affected  by  this  change. 

DP  9999  -  Statewide  FTE  Reduction  -  This  decision  package  implements  a  personal  services  funding  reduction  equivalent 
to  the  cutbacks  taken  in  the  2003  legislative  session.  Funding  for  5.65  FTE  and  $477,000  general  fund  per  biennium, 
along  with  an  additional  $35,000  in  federal  funds  and  $7,000  in  state  special  revenue,  would  be  removed  from  the  budget 
permanently. 


FTE  Reduction  -  The  FTE  reduction  is  allocated  to  the  state  hospital  (3.85  in  FY  2006  and  3.65 
FTE  in  FY  2007),  the  nursing  care  center  (1.00  FTE  each  year),  and  division  administration  (1.00 
FTE  each  year).    LFD  staff  has  requested  that  AMDD  tell  the  legislature  what  positions  will  be 
reduced  and  the  potential  impact. 


LID 
COMMKNT 
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Glossary 

A  number  of  terms  are  used  extensively  in  budgeting  and  appropriations.  The  most  common 
terms,  which  are  used  throughout  the  budget  analysis  and  in  other  fiscal  materials,  are  listed  and 
defined  below. 

Appropriations  -  An  authorization  by  law  for  the  expenditure  of  funds  or  to  acquire  obligations. 
Types  of  appropriations  are  listed  below. 

Biennial  -  A  biennial  appropriation  is  an  appropriation  made  in  the  first  year  of  the 
biennium,  where  the  appropriated  amount  can  be  spent  in  either  year  of  the  biennium. 

Budget  amendment  -  See  "Budget  Amendment"  below. 

Continuing  -  An  appropriation  that  continues  beyond  one  biennium. 

Language  -  An  appropriation  made  in  the  language  of  the  general  appropriations  act  for  a 
non-specific  or  limited  dollar  amount.  Language  appropriations  are  generally  used  when 
an  agency  knows  that  it  will  be  receiving  federal  or  state  special  revenue  funds  but  is 
uncertain  as  to  the  amount. 

Line  Item  -  An  appropriation  made  for  a  specific  purpose  and  which  cannot  be  used  for 
any  other  purpose.  Line  item  appropriations  highlight  certain  appropriations  and  ensure 
that  they  can  be  separately  tracked  on  the  state  accounting  system. 

One-time  -  Appropriations  for  a  one-time  purpose  that  are  excluded  from  the  base  budget 

in  the  next  biennium. 

Restricted  -  An  appropriation  designated  for  a  specific  purpose  or  function. 

Statutory  -  Funds  appropriated  in  permanent  law  rather  than  a  temporary  bill.  All 
statutory  appropriations  references  are  listed  in  1 7-7-502,  MCA. 

Temporary  -  An  appropriation  authorized  by  the  legislature  in  the  general  appropriations 
act  or  in  a  "cat  and  dog"  bill  that  is  valid  only  for  the  biennium. 

Appropriation  Transfers  (also  see  "Supplemental  Appropriation")  -  The  transfer  of  funds 
appropriated  for  the  second  year  of  the  biennium  to  the  first  if  the  Governor  or  other  approving 
authority  determines  that  due  to  an  unforeseen  or  unanticipated  emergency  there  are  insufficient 
funds  in  the  first  year  for  the  operation  of  an  agency. 

Approving  Authority  -  The  entity  designated  in  law  as  having  the  authority  to  approve  certain 
budgetary  changes  during  the  interim.  The  approving  authorities  are: 

o     the  Governor  or  his/her  designated  representative  for  executive  branch  agencies 

o     the  Chief  Justice  of  the  Supreme  Court  or  his/her  designated  representative  for  the 

judicial  branch  agencies 
o     the  Speaker  of  the  House  of  Representatives  for  the  House; 
o     the  President  of  the  Senate  for  the  Senate 

o     the  appropriate  standing  legislative  committees  or  designated  representative  for  the 
legislative  branch  divisions;  and 


o     the  Board  of  Regents  of  Higher  Education  or  their  designated  representative  for  the 
university  system. 

Average  Daily  Population  (ADP)  -  The  population  measure  used  to  calculate  population  in  the 
Montana  correctional  system.  ADP  is  equivalent  to  one  inmate  incarcerated  for  one  year. 

Average  Number  Belonging  (ANB)  -  The  enrollment  measure  used  for  K-12  BASE  aid 
calculations.  ANB  is  the  equivalent  of  one  full-time  student  enrolled  in  school  for  the  full  school 
year. 

Base  -  The  level  of  funding  authorized  by  the  previous  legislature. 

Base  Budget  -  The  resources  needed  for  the  operation  of  state  government  that  provide  for 
expenses  of  an  ongoing  and  non-extraordinary  nature  in  the  current  biennium. 

Benefits  -  An  expenditure  category  used  to  account  for  the  provision  of  payments  or  services  by 
the  government  to  individuals  who  qualify  for  receipt  of  those  payments  or  services,  such  as 
Medicaid  benefits.  Personal  services  benefits  for  state  employees  are  included  in  the  personal 
services  expenditure  category. 

Biennial  Appropriation  -  An  appropriation  that  can  be  expended  in  either  or  both  years  of  the 
biennium. 

Biennium  -  A  two-year  period.  For  the  state,  this  period  begins  July  1  of  the  odd-numbered 
years  and  ends  June  30  of  the  following  odd-numbered  year. 

Budget  Amendments  -  Temporary  authority  to  spend  unanticipated  non-general  fund  revenue 
received  after  the  legislature  adjourns.  The  funds  must  be  used  to  provide  additional  services  and 
cannot  make  a  commitment  of  general  fund  support  for  the  present  or  future. 

Cat  and  Dog  Appropriations  -  One-time  appropriations  made  in  bills  other  than  the  general 
appropriations  act. 

Debt  Service  -  The  payment  on  outstanding  bonds. 

Decision  Package  -  Separate,  specific  adjustments  to  the  base  budget.  Decision  packages  can  be 
either  present  law  adjustments  or  new  proposals. 

Earmarked  Revenue  -  Funds  from  a  specific  source  that  can  be  spent  only  for  designated 
activities. 

Enterprise  Funds  -  A  fund  used  to  account  for  operations  financed  and  operated  similar  to 
private  business  enterprises,  where  the  intent  of  the  legislature  is  to  finance  or  recover  costs, 
primarily  through  user  charges. 

Federal  Special  Revenue  -  Accounts  deposited  in  the  state  treasury  from  federal  sources,  to  be 
used  for  the  operation  of  state  government. 

Fiduciary  Funds  -  Funds  used  to  account  for  assets  held  by  the  state  in  a  trustee  capacity  or  as 
an  agent  for  individuals,  private  organizations,  other  governments,  or  other  funds. 


Fiscal  Note  -  An  estimate,  prepared  by  the  Office  of  Budget  and  Program  Planning,  of  the 
probable  revenues  and  costs  that  will  be  incurred  as  the  result  of  a  bill  or  joint  resolution. 

Fiscal  Year  (FY)  aka  State  Fiscal  Year  (SFY)  -  A  12-month  accounting  period  beginning  July 
1  and  ending  June  30.  Fiscal  year  2003  refers  to  the  fiscal  year  ending  June  30,  2003.  (Note:  The 
federal  fiscal  year  (FFY)  is  October  1  through  September  30.) 

Fixed  Costs  -  Fees  (fixed  costs)  charged  to  agencies  for  a  variety  of  services  provided  by  other 
state  agencies  (e.g.,  payroll  service  fees,  rent,  warrant  writing  services,  and  data  network 
services.). 

FTE  -  Full-Time  Equivalent  position,  or  the  equivalent  of  one  person  working  full-time  for  the 
entire  year.  Also  used  to  denote  full-time  equivalent  students  in  the  Montana  University  System 
for  purposes  of  calculating  state  support. 

Fund  -  A  fiscal  entity  with  revenues  and  expenses  which  are  segregated  for  the  purpose  of 
carrying  out  a  specific  purpose  or  activity. 

General  Fund  -  Accounts  for  all  governmental  financial  resources  except  those  that  must  be 
accounted  for  in  another  fund. 

General  Fund  Reversions  -  Unspent  appropriated  funds  that  are  returned  to  the  general  fund  at 
the  close  of  the  budget  period. 

Grants  -  An  expenditure  category  used  to  account  for  the  payment  by  a  government  entity  to  an 
individual  or  other  entity  who  will  perform  a  service. 

KB  2  -The  General  Appropriations  Act  in  which  the  legislature  authorizes  the  funding  for  state 
government  for  the  upcoming  biennium.  Each  session,  House  Bill  2  is  reserved  for  this  purpose. 

Indirect  Cost  -  A  cost  necessary  for  the  functioning  of  the  organization  as  a  whole,  but  which 
cannot  be  directly  assigned  to  a  specific  division  or  agency. 

Interim  -  The  time  between  regular  legislative  sessions. 

Internal  Service  Funds  -  Funds  use  to  account  for  the  financing  of  goods  and  services  provided 
by  one  department  or  agency  to  other  departments,  agencies,  or  governmental  entities  on  a  cost- 
reimbursement  basis. 

IRIS  -  The  Integrated  Revenue  Information  System  (IRIS)  is  an  automated  system  to  administer 
taxes  that  are  the  responsibility  of  the  Department  of  Revenue  to  collect. 

Local  Assistance  -  An  expenditure  classification  primarily  used  to  account  for  expenditures 
made  for  K-12  funding  provided  by  the  state  to  school  districts. 

MBARS  -  The  Montana  Budget  Analysis  and  Reporting  System,  which  provides  all  state 
agencies  with  one  computerized  system  for  budget  development,  maintenance  and  tracking,  and 
is  integrated  with  the  State  Accounting,  Budget,  and  Human  Resource  System  (SABHRS). 

Mill  -  The  property  tax  rate  based  on  the  valuation  of  property.  A  tax  rate  of  one  mill  produces 
one  dollar  of  taxes  on  each  $1,000  of  assessed  property  value. 


New  Proposals  -  Requests  (decision  packages)  to  provide  new  non-mandated  services,  to  change 
program  services,  to  eliminate  existing  services,  or  to  change  the  source  of  funds. 

Non-budgeted  Expenditures  -  Accounting  entries  for  depreciation,  amortization,  and  other 
financial  transactions  that  appear  as  expenditures,  but  don't  actually  result  in  direct  dispersal  of 
funds  from  the  state  treasury. 

Operating  Expenses  -  All  operating  expenditures  that  do  not  meet  the  personal  services  and 
capital  outlay  classification  criteria.  These  expenditures  include,  but  are  not  limited  to, 
professional  services,  supplies,  rent,  travel,  and  repair  and  maintenance. 

Other  Funds  -Capital  projects  and  fiduciary  funds. 

Capital  projects  fund  -  Accounts  for  financial  resources  used  for  the  acquisition  or 
construction  of  major  capital  facilities,  other  than  those  financed  by  proprietary  funds  or 
trust  funds. 

Fiduciary  funds  -  Trust  and  agency  fund  types  used  to  account  for  assets  held  by  state 
government  in  a  trustee  capacity  or  as  an  agency  for  individuals,  private  organizations, 
other  governmental  entities,  or  other  funds. 

Pay  Plan  -  Provision  by  the  legislature  of  a  general  adjustment  to  salaries  and/or  benefits  paid  to 
state  employees.  Also  refers  to  the  pay  schedule  listing  the  state  salary  rate  for  each  classified 
position  according  to  that  position's  grade  and  the  market  rate. 

Personal  Services  -Expenditures  for  salaries,  benefits,  per  diem,  and  other  additions,  such  as 
overtime. 

Personal  Services  Snapshot  -  The  point  in  time  at  which  personal  services  attributes  are 
captured  and  from  which  the  personal  services  budget  is  determined.  The  executive  budget 
personal  services  costs  are  based  on  a  "snapshot"  of  actual  salaries  for  authorized  FTE  as  they 
existed  in  a  pre-determined  pay  period  in  the  base  year. 

Present  Law  -  The  additional  level  of  funding  needed  under  present  law  to  maintain  operations 
and  services  at  the  level  authorized  by  the  previous  legislature. 

Present  Law  Adjustments  -  Requests  (decision  packages)  for  an  adjustment  in  funding 
sufficient  to  allow  maintenance  of  operations  and  services  at  the  level  authorized  by  the  previous 
legislature  (e.g.,  caseload,  enrollment  changes,  and  legally  mandated  workload). 

Program  -  A  group  of  related  activities  performed  by  one  or  more  organizational  units  for  the 
purpose  of  accomplishing  a  function  for  which  the  government  is  responsible.  Also,  a  grouping 
of  functions  or  objectives  that  provides  the  basis  for  legislative  review  of  agency  activities  for 
appropriations  and  accountability  purposes. 


Proprietary  Funds  -  Enterprise  or  internal  service  funds.  Statute  does  not  require  that  most 
proprietary  funds  be  appropriated. 

Enterprise  funds  -  Funds  that  account  for  operations  financed  and  operated  in  a  manner 
similar  to  private  business  enterprises,  and  through  which  the  intent  is  to  provide  goods 
or  services  to  the  public. 

Internal  service  funds-  Funds  that  account  for  the  financing  of  goods  or  services  provided 
by  one  department  or  agency  to  other  departments  or  agencies  of  state  government. 

Reporting  Levels  -  Budget  units  dividing  agency  and  program  budgets  into  smaller  units  for  the 
purpose  of  constructing,  analyzing,  and  approving  budgets. 

SABHRS  -  The  State  Accounting,  Budget,  and  Human  Resource  System  that  combines  the 
state's  accounting,  budgeting,  personnel,  payroll,  and  asset  management  systems  into  one  single 
system. 

State  Special  Revenue  -  Accounts  for  money  from  state  and  other  nonfederal  sources  that  is 
earmarked  for  a  particular  purpose,  as  well  as  money  from  other  non-state  or  nonfederal  sources 
that  is  restricted  by  law  or  by  the  terms  of  an  agreement. 

Supplemental  Appropriation  -  An  additional  appropriation  made  by  the  governing  body  after 
the  budget  year  or  biennium  has  started.  There  are  two  types  of  supplemental  appropriations  that 
can  be  used  to  increase  spending  authority  for  a  fiscal  year:  1 )  a  transaction  in  an  even-numbered 
year  that  moves  spending  authority  from  the  second  year  of  the  biennium  to  the  first  year;  or  2)  an 
appropriation  passed  and  approved  by  the  legislature  to  provide  authority  for  the  odd-numbered 
fiscal  year  ending  the  current  biennium. 

Vacancy  Savings  -  The  difference  between  what  agencies  actually  spend  for  personal  services 
and  the  cost  of  fully  funding  all  funded  positions  for  the  entire  year. 


Acronyms 

Acronyms  are  used  to  denote  agencies,  programs,  and  common  terms.     The  following  list 
includes  some  of  the  most  common. 

AES  -  Agricultural  Experiment  Station(s) 

ADP  -  Average  Daily  Population  (institutions) 

ANB  -  Average  Number  Belonging  (K- 1 2  education) 

ARM  -  Administrative  Rules  of  Montana 

BASE  Aid  -  Base  Amount  for  School  Equity  Aid 

BPE  -  Board  of  Public  Education 

C&A  -  Cultural  and  Aesthetic  (Trust) 

CC  -  Community  Colleges 

CES  -  Cooperative  Extension  Service 

CHE  -  Commissioner  of  Higher  Education 

CHIP  -  Children's  Health  Insurance  Program  (also  SCHIP) 

CIO  -  Chief  Information  Officer 

COPP  -  Commissioner  of  Political  Practices 


COT  -  College  of  Technology,  followed  by  campus  designation 

CPI  -  Consumer  Price  Index 

DEQ  -  Department  of  Environmental  Quality 

DMA  -  Department  of  Military  Affairs 

DNRC  -  Department  of  Natural  Resources  and  Conservation 

DOA  -  Department  of  A<iministration 

DO  A  -  Department  of  Agriculture 

DOC  -Department  of  Commerce  (see  Corrections) 

DOC  -  Department  of  Corrections  (see  Commerce) 

DOJ  -  Department  of  Justice 

DOLI  -  Department  of  Labor  and  Industry 

DOR  -  Department  of  Revenue 

DP  -  Decision  Package 

DPHHS  -  Department  of  Public  Health  and  Human  Services 

FCES  -  Forestry  and  Conservation  Experiment  Station 

FMAP  -  Federal  Medical  Assistance  Participation  rate  (Medicaid) 

FSR  -  Federal  Special  Revenue 

FSTS  -  Fire  Services  Training  School 

FTE  -  Full-Time  Equivalent 

FWP  -  Department  of  Fish,  Wildlife,  and  Parks 

FFY  -  Federal  Fiscal  Year 

FY -Fiscal  Year 

FYE  -  Fiscal  Year  End 

GAAP  -  Generally  Accepted  Accounting  Principles 

GF  -  General  Fund 

GSL  -  Guaranteed  Student  Loan 

GTB  -  Guaranteed  Tax  Base 

HAC  -  House  Appropriations  Committee 

HSRA  -  Highways  Special  Revenue  Account 

I&I  -  Interest  and  Income 

IRIS  -  Integrated  Revenue  Information  System 

FT  -  Information  Technology 

ITSD  -  Information  Technology  Services  Division 

LAD  -  Legislative  Audit  Division 

LEPO  -  Legislative  Environmental  Policy  Office 

LFA  -  Legislative  Fiscal  Analyst 

LFC  -  Legislative  Finance  Committee 

LFD  -  Legislative  Fiscal  Division 

LRBP  -  Long  Range  Building  Program 

LRP  -  Long  Range  Planning 

LSD  -  Legislative  Services  Division 

MAC  -  Montana  Arts  Council 

MBARS  -  Montana  Budgeting,  Analysis,  and  Reporting  System 

MBCC  -  Montana  Board  of  Crime  Control 

MBMG  -  Montana  Bureau  of  Mines  and  Geology 

MCA  -  Montana  Code  Annotated 

MCHA  -  Montana  Comprehensive  Health  Association 

MDT  -  Montana  Department  of  Transportation 

MHP  -  Montana  Highway  Patrol 

MHS  -  Montana  Historical  Society 

MSDB  -  Montana  School  for  the  Deaf  and  Blind 


MSF  -  Montana  State  Fund 

MSL  -  Montana  State  Library 

MSU  -  Montana  State  University,  followed  by  campus  designation  i.e.  MSU  -  Bozeman 

MUS  -  Montana  University  System 

NP  -  New  Proposal 

OBPP  -  Office  of  Budget  and  Program  Planning 

OCHE  -  Office  of  the  Commissioner  of  Higher  Education 

OPI  -  Office  of  Public  Instruction 

PERS  -  Public  Employees  Retirement  System 

PL  -  Present  Law 

POINTS  -  Process  Oriented  Integrated  Tax  System 

PSC  -  Public  Service  Commission 

RIGWA  -  Resource  Indemnity  and  Groundwater  Assessment  Tax 

RIT  -  Resource  Indemnity  Trust 

SABHRS  -  Statewide  Accounting,  Budgeting,  and  Human  Resources  System 

SAO  -  State  Auditor's  Office 

SF&C  -Senate  Finance  and  Claims  Committee 

SOS  -  Secretary  of  State 

SSR  -  State  Special  Revenue 

TANF  -  Temporary  Assistance  for  Needy  Families 

TEA  -  21  -  Transportation  Equity  Act  for  the  21st  Century 

TRS  -  Teachers'  Retirement  System 

TSEP  -  Treasure  State  Endowment  Program 

UM  -  University  of  Montana,  followed  by  campus  designation  i.e.  UM  -  Missoula 


Index  for  Volumes  3  and  4 

(For  an  index  to  all  four  volumes,  see  the  Index  at  the  end  of  Volume  1) 

Acronyms  (see  Glossary) 

Administration,  Dept.  of A-174,  Volume  3 

Agency  Budget  Analysis  (Road  Map) 2,  Volume  3  &4 

Agency  Budget  Highlights 7,  Volume  3  &  4 

Agency  Subcommittee  Groupings 1,  Volume  3  &4 

Agricultural  Experiment  Station E-137,  Volume  4 

Agricultural,  Dept.  of. C-160,  Volume  4 

Appellate  Defender  Commission A-259,  Volume  3 

Board  of  Public  Education E-24,  Volume  4 

Board  of  Regents E-155,  Volume  4 

Commerce,  Dept.  of. C-179,  Volume  4 

Commissioner  of  Higher  Education,  Office  of E-88,  Volume  4 

Commissioner  of  Higher  Education  (entire  university  system) E-75,  Volume  4 

Consensus  Council,  Montana A-262,  Volume  3 

Consumer  Counsel A- 13,  Volume  3 

Corrections  and  Public  Safety Section  D,  Volume  4 

Corrections,  Dept.  of D-64,  Volume  4 

Crime  Control,  Board  of D-l,  Volume  4 

Crime  Control  Division D-l,  Volume  4 

Cultural  and  Aesthetic  Grant  Program F-25,  Volume  4 

Deaf  and  Blind,  School  for E-32,  Volume  4 

Education Section  E,  Volume  4 

Environmental  Quality,  Dept.  of. C-48,  Volume  4 

Extension  Service E-139,  Volume  4 

Fire  Services  Training  School E-144,  Volume  4 

Fish,  Wildlife,  and  Parks,  Dept.  of C-l,  Volume  4 

Forestry  and  Conservation  Experiment  Station E-141,  Volume  4 

General  Government  and  Transportation Section  A,  Volume  3 

Glossary Precedes  Index,  Volume  3  &  4 

Governor's  Office A-51,  Volume  3 

Health  and  Human  Services Section  B,  Volume  3 

Higher  Education,  Commissioner  of E-75,  E-88,  Volume  4 

Historical  Society E-59,  Volume  4 

Judiciary A-16,  Volume  3 

Justice,  Dept.  of D-6,  Volume  4 

K-12  Education  (see  Office  of  Public  Instruction) 

Labor  and  Industry,  Dept.  of. D-l  19,  Volume  4 

Legislative  Branch A-l,  Volume  3 

Legislative  Audit  Division A-l  1,  Volume  3 

Legislative  Committees  and  Activities A-6,  Volume  3 

Legislative  Fiscal  Division A-9,  Volume  3 

Legislative  Services  Division A-3,  Volume  3 


Library  Commission E-51 

Livestock,  Dept.  of C-86 

Long-Range  Planning Section  F 

Long-Range  Building  Program F-l 

Military  Affairs,  Dept.  of D-156 

Mines  and  Geology,  Bureau  of E-142 

Montana  Arts  Council E-45 

Montana  Consensus  Council A-262 

Montana  Historical  Society E-59 

Montana  University  System  (see  Commissioner  of  Higher  Education) 

Agricultural  Experiment  Station E-137 

Bureau  of  Mines  and  Geology E-142 

Community  College  Assistance  Program E-106 

Fire  Services  Training  School E-144 

Forestry  and  Conservation  Experiment  Station E-141 

Guaranteed  Student  Loan  Program E-152 

Montana  Extension  Service E-139 

Shared  Leadership  Project E-122 

Student  Assistance  Program E-94 

Tribal  College  Assistance E-150 

University  Educational  Units  (UM  and  MSU  campuses) E-128 

Workforce  Development  Program E-l  19 

Natural  Resources  and  Conservation,  Department  of C-l  10 

Natural  Resources  and  Commerce Section  C 

Political  Practices,  Commissioner  of A-83 

Public  Education,  Board  of. E-24 

Public  Instruction,  Office  of E-l 

Public  Service  Regulation D-59 

Public  Health  and  Human  Services,  Dept.  of B-l 

Regents,  Board  of E-155 

Reclamation  and  Development  Grant  Program F-21 

Renewable  Resource  Grant  and  Loan  Program F-14 

Resource  Indemnity  Trust  Grants  and  Loan  Programs F-14,  F-21 

Revenue,  Dept.  of A-145 

School  for  the  Deaf  and  Blind E-32 

Secretary  of  State A-74 

State  Auditor's  Office A-86 

State  Building  Energy  Conservation F-6 

State  Library  Commission E-51 

Transportation,  Dept.  of. A-97 

Treasure  State  Endowment  Program F-8 

Treasure  State  Endowment  Regional  Water  Systems  Program F-12 
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